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Dear Mr. Caton:
Re: GEN Docket No. 90-314

Yesterday, Betsy Granger, Senior Attorney, Pacific Bell Mobile Services; Sherry Herauf,
Director, Federal Regulatory Relations, Pacific Telesis Group and | met with Elias Johnson,
Attorney, Policy Division and Michael Wack, Deputy Chief, Policy Division, Wireless
Bureau to discuss the PCS Safeguards Plan of Pacific Bell, Nevada Bell, Pacific Bell Mobile
Services, and Pacific Telesis Mobile Services, particularly with respect to how existing
accounting safeguards and reports apply. The attached decision was given to Mr. Johnson
Please associate it with the above referenced proceeding.

We are submitting two copies of this notice in accordance with Section 1.1206(a)(1) of the
Commission's Rules.

Please stamp and return the provided copy to confirm your receipt. Please contact me
should you have any questions or require additional information concerning this matter.
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cc: Elias Johnson
Michael Wack
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D. 92-01-007

D. 92-01-007, C. 9819
(Jamary 10, 1992)

Paul Hubbs Consiruction Co. authorized to
establish a new production area and zone rates
for Riverside, San Bemardino, Los Angeles,
and Orange counties under Minimum Rate Tar-
wh-A.

D. 92-01-008, C. 9819
(January 10, 1992)

Oriega Rock, Inc., anthorized o establish zone
totes for Itern 60 commodities undes Mirimum
Rate Tariff 17-A.

D. 92-01-009, L. 90-01-032
(January 10, 1992)

Ovder terminating dockel since the subject mat-
ter involved intersinle rather than intrastate
trarsporistion (Hydra Trucking, Inc.).

D. 92-01-010, C. 9819
(anuary 10, 1992)

Order expanding the applicability of zone rates
fox Avea 33T fox C. L. Pharris Sand & Graves,
Inc., undex Minimum Raze Tariff 17-A.

D. 92-01-011, C. 91-08-017
(Jarwary 10, 1992)

Ovder dizmissing case for lack of prosecution
by the complainent (Mary A. Hudson v. Pacific
Gas & Electric Co.).
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D. 92-01-012, A. 88-12-005,

L 89-03-033
(Junuary 10, 1992)

Order on rehearing awarding Toward Ulility
Rate Normaliswion (TURN) an additional
$1.320 in compensation for its costs of partici-
peling in rale proceedings of Pacific Gas &
Electric Co.

D. 92-01-01), A, 91-10-022
(Tamary 10, 1992)

Centificote granted o Dial Page, Inc., W con-
struct and opernte sdditional one-way sadiotcle-
phone paging facilities in the San Luiz Oblspo
ares.

Re Pacific Gas and Electric
Company

Decision 92-01-014
Application 91.03.049

Denxzel, Inc.
v.
Pucific Gas and Electric Company
Decision 92-01-0)4
Case 90-07-068

Califomia Pubilic Utikities Commission
January 10, 1992

ORDER charifying D. 91-06-050 (40 CPUC 24
627) 1o provide thal the commission’s spproval
of & scitiement agreement modifying payments
for purchased power was not conditioned upon
a further reasonsblencss review before the pue-
chasing utility could recover the payment costs
in rates, It is noted that the settlemeni did not
increase payment obligations, but imsiead
mereased e seller’s paformence commit-
ments,

1

(ABSTRACT OF DECISION. THE FULL
CASE TEXT IS OMITTED.)

1. EXPENSES, § 12 — Electric utility —
Purchased power — From cogenesation facility
— Modified payment schedule — Necestity of
reasonahlencss review.

[CAL.) Whete the commission had
appeoved & power purchase seillement between
an electric wtility and sn enhanced oil yecovery
(EOR) cogenerstion facility, which setlemens
did not increase purchase payments bt instead
increased the EOR facility's performance com-
mitments, the commission found that no further
seasonsbleness review would be necessary
before the vtility could recover the psyment
costs through sates.

D. 92-01-018, A. 91-08-044
(January 10, 1992)

Di Salvo Trucking Co. muthorized (0 incresse
highway common carrier rates by 5%, increas-
ing wmuoal intrastate reveries by $781,764.

Re Regulation of Radiotelephone
Utilities

Decision 92-01-016
R.88-02.015

Califomia Publlc Udbiies Commission
January 10, 1992

INTERIM OPINION declining 10 dercgulate
radiotelephone carriers or 1o reclassify them as
end users.

1. PUBLIC UTILITIES, § 117 — Regulalory
sistus — Rediotelephone carriers — Factors.
[CAL.] Rediokelephone carriers are public
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utilities because ihey offer telecommunications
sexrvices 0 the genemal public via the public
switched telephone network.

p.9.

2. CERTIFICATES, § 26 — When required —
Radiotzlephone carriers — Factors.

[CAL.) Because ihey are public utifilies,
radiotefephavie curiers musi obiain a certificate
from the commission prior to initieling or
discontinning service, or constmcting or
expanding facilldes.

p-9.

3. EMINENT DOMAIN, § 4 — Righi to sppro-
printe property — Radiotelephone caries —
Factars.

{CAL.] Becase they ere public utilities,
radiotelephone carriers have the power to con-
demn property needed in opesations.

P.9.

4, SECURITY ISSUES, § 38 — Necessity of
commission spproval — Stock transactions and
tansfers — Relaxation of approval require-
ments — Radiotelephone carriers,

(CAL.] Because of continuous change and
consolidstion within the indusiry, the commls-
sion relused ils prespproval requizements for
stock transactions or transfers nssociated with
nadiotelephane carriers.

P9

S. SERVICE, § 4512 — ‘Telephome —
Radioselephone sarvices — Rural areas — Uni-
versal sexvice gosts.

[CAL.} Needing more inlormation on
whether two-way mobile radiotelephone ser-
vices we eacenliad snd 2 subatitute for basic
loca) exchange sexvice in rural areas, the com-
mission declined o make undversal service a
goal of radiotelephone services.

p. 10

6. MONOPOLY AND COMPETTTION, § 83
— Tolephone — Radiotelephone services —
Effect of competition on regulatory status.
{CAL] Ahhough finding thet radiolele-
phone services were subject o effective compe-
tition and s growing maket, the commission
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3]
& eclined to dereguiate radistelephone comman
L Smiess,

p- 13

\D 7. PUBLIC VUTILITIES, § 117 — Regulalory
f3 stams — Radiotelephone camiers — Paging

L0

service component — Factore.
({CAL.]} Atthough radioteiephone camiers
have evolved (o the point where they mostly

— provide just paging sexvices, the commission
1 declinad to desegulate them, because their ser-
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vices, even if “ponessential® and subject to
effoctive competition, are still telecommimics-
tions services offered to the geneeal public
through use of the public swilched wlephone
network.

p-13.

8. PUBLIC UTILITIES, § 117 — Regulaiory
siatus — Radiotelephone carviers — Cammier
versus end-user stams.

ICAL,] The fact thal radiotelephone ca-
rices have cvolved W the poimt where they
mostly provide just paging servioes is invelevant
10 the classification of radiotelephaone carriers,
and therefore, the commission declined o
rechusify them as end users rather than carriers.

p IS

9. TELEPHONES, § 10 — [Imerconnection —
Pees — By oontract or ariff — Radiotefephone
carriexs,

[CAL.) Fees for imerconmoction between
radiotelephane carricrs and local exchange cmr-
siers should be taritfed raher than based on
individually negotisied contracis,

p 17

10, CERTIFICATES. § 53.4 — When required
— Radiotelephone cwriers — Federal licensing
as & factor.

ICAL.] Radiotelephone corviers must be
certificated by both the state commission and
the Federal Communications Cornmission, but
curicrs may fle their siste and federal
certificate spplications simuitancously.

p-20.

11. CERTIFICATES, § 29 — When required —
Savice area expansion — Radiotzlephone

carvier.
ICAL.] The ocommistion retsined
centification requirements {or expansions of sex-

- vico arcas by radiowlephone camriers, which

requirements allowed uncentificalod extensions
only for “minor” additions (affecting 10% or
iess of the appliceni‘s or other carrier’s ares).
P20,

12. RATES, ¢ 559.1 — Telephone 1ate design
Rubomlqhm sarvices — Pricing flexibdl-

ICAL.} Because rates for paging and two-
way mobile 1adiolelephtne services are based
on competition and marker factors rather than
cont of service, ndicislephome caviers were
granwed fimited pricing flexibility, so that vate
reductions could go into effect on one day's
nolice while nvinor rate increases would yequire
five days’ notice and majos rute increases would
require 30 days® notice; » minoy rate increase
would involve less than ane porcent of the
carrier’s lotal intrastate reverme ot 5% of the
affected service's rales.

p.- 21

13. PAYMENT, § 63 — Security deposits —
Rewrn of deporit — Radiotelephione carriexs.
(CAL.J] Radiotelephone cariers were
directed to abide by the ssme security deposit
rules &8 othey telephane cerriers, mesning thet
deposits must be refumed 0 customens if the
carrier ceases apezations.
p.22.

14 PUBLIC UTILYTIES, § 52 — Regulatory
requirements — Use of sgeats — Radiolele-
phone carriers,

(CALY The use of agents by radiotele-
phone carviers affects neither their regulatory
duties with the caommission nor their service
duties with customers.

P23

15. ACCOUNTING, § 42 — Telephone carriers
~— Sepusate radiotelephone carvier division —
Separstion of operstions,

[CAL.) Por accounling purposez, local
exckege telephone carriars were instrucied o
separele out their wireline basic operaiions from

CALIFORNIA PUB, UTIL. COMM N —41CPUC2d  D.92-01-016

nonwireline radipielephone operations,
p. 24,

§6. TELEPHONES, § 5 — Commission

jurisdiction — Rediotelephone savices —
Customer complaints — Environmental

complimnoe.

fCALJ The commission reiained over-
sight over hoth customer complainis and envi-
ronraental compliance requitements associsted
with radiciziephone cwries operations.
P28
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Appendix D — Seevioe Lin
Appendix E — Revised Ruls 18(c)

BY THE COMMISSION:
INTERIM OPINION
1. Summary of Decision

In 1988 we began © review ihe regulation
of vesjous types of telephone ulilities in order to
assure thal their regulation was compatible with
the enisting business and technical environ-
menk. Since that time, we have ardered revi-
sions in the regulation of Pacific Bell (Pacific)
and GTE, Califomis, Lnc. (GTEC),' cellular
providers,” and nondominanl intevexchamnge
camiers (NDIECI).’ We now turn o the regula-
don of radiotelephone utiliGes (RTUs).

We exerted jurisdiction over RTUs In
1961, During the period 1961 to 1988 we pur-
sued threa scpusate investigations of the RTU
industry lo updats its regulation, In ihese previ-
oums proceedings, we shaped ow regulation of
RTUs o enhance (he federal policy of RTU
competiion. We instituied this proceeding in
1968 after the Federal Commumications Com-
mission (FCC) adopted s more extensive apen
entry policy in allocating radio channels, Our
general purpose in this proceeding is to deter-
mine the siams of compelition in the KTU
industry and whetha our RTU regulstion needs
revision W be compatible wilh recent FOC regu-
fation. In our order insdtuting this rulemaking
proceeding (Ovder), we asked the industry to
comment on 27 specific questions.* RTUs, local
exchange companies (LECs), Division of

6

Ratepayer Advocates (DRA) wud other inter-
ested parties filed comments and reply com-
ments sddressing these questions.”

The comments snd reply comments show
a general consensus on (he status of competi-
tion in the RTU industry. DRA presents a stody
of the competiive facton in the RTU industry
for the period 1984-1987, This study is based
upon Commission records, such as anmmal
ceports and RTU certificates of public conve-
nicnce and necessity, nd individual surveys
conducied specifically for this proceeding,
DRA's study summarizes: the number of RTU
operatlons; revenues of large, mediom and
small firms; capacity of FCC chanmels; size of
plant pa firm; quality of service; and reasoma-
bleness of rates. DRA uses these statistics o
perform two markel concentration stdics, the
Herfindshl index and the conceniration ratio.
Based upon the resuls of these studies, DRA
ooncludes that there is growing competition in
the RTU indusiry. The parties do ot dispute
this canclusion and sgree thet competition is
stimulating both service of high quality and
lower rates.

There are (wo major controversies in this
proceeding:  whether RTUs should be
reclassified as end-users, and whether RTUs
may lawfully be deregulated. If regulation is to
continue, the parties also dispute whether iniex-
connection rules should be strengthened and
how existing oarlification, expansion and tariff
filing rules should be relaxed.

DRA recommends thal we remove ell

Mﬁ

s
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existing RTU regulation in phases. DRA
recommends that in an intesim order we detarifl
ofl RTU services except those in yural aress and
arder a study of busic service in these aress,
DRA recommends that we require in the same
inteim order, the reinvestigation of RTU
chssification in a sepurate proceeding, thet
LECs mepare sccounting procedures  to
separate RTU sffiliates and that inlerconnection
negotiation be conducted in "good faith” with a
6-month time limit for insttuting the requested
ioterconmection. After we resolve ihe
classification of RTUs, the regulatory reaiment
of basic service in rural weas, sepanls
socounting procedures for RTUs affifisted with
LECs and inlevoonpection problems, DRA
recommends we desegulaie the emire RTU
industry in & final order. Several parties agree
that RTUs may lawfully be deregulated.

Other puties argue that the law does not
allow detariffing or dercgulation mnd that exisi-
ing certification and 1ariff fling rules should be
relaxed. A majority of these peties also recom-
mend more swingent rules goveming the
RTU/LEC interconneciion arrangement. Some
agree 10 DRA's recommended "good {aith" bar-
geining with a time imil for instituling intercon-
nection services, All RTUs oppose DRA's rec-
ommendation to  reinvestigate  their
classification as co-carriers.

Palies alio comment on these issues: the
Commission’s role under the Californis Eavi-
ronmental Quality Act (CEQA). RTU agenis,
prodatary  pricing, cross-subsidics, consolida-
tion and customer comp!aints.

ARer 1eview of all comments and replies,
we conclude that existing sismtes mandate
RTUs 1o file tarifTs and that the classification of
RTUs needs no reinvestigation af this time. Wo
find that interconnection Is & monopoly service
peovided by LECs and wamranis stringent regu-
lation. Therefore, we require each LEC pres-
emly offering RTU interconneclion services 1o
fle an application proposing a tariff for RTU
interconnection service, including all terms,
conditions and tates for cach type of service.
The resulting RTU intesconnection tariffs will
be applicable to Commission-tegulated RTUs
and may be used by RTUs only to provide RTU
service, Onoe effeckive, these warifls will replece

existing LEC/RTU inlercompany agrocments
and will be govemed by all applicable swuluics
and Commission general orders, including Gen-
eral Order (GO) 96-A.

We agree thmt ocompetition wammnis
relaxed certification and rate reduction rules.
Therefore, we suthorize simultaneous filing of
FCC and Commission spplications, with quali-
fy!n;cmdldom.nulwemlhmiunureﬂuc-
tions effective on one day's notios and minor
ncreases on five days" notice, However, we
find insufficient justification to relax existing
expansion rules.

We ordei further proceedings in this
docket to:

1. veview LEC surveys of basic tele-
phone service in thelr respeciive rursl areas;

2. receive comments an the progress of
Basic Exchange Teleccommunicstions Rudio
Service (BETRS) and celtular service altema-
tives in rural areas;

3. determine whether RTU service in
sural aress is basic telephone sexvice;

4. teview LEC proposed socounting
procedures for the aocounting separation of
RTUs affilisted with LBCs; and

8. receive DRA's updated report on
RTU industry concentration.

Pursusnt W the ariginal procedwre previ-
ocusly established for this rulemaking (Order, p.
12, liem 27), the proposed decision of ALJ
Bermen was muiled on Ocwober 23, 1991, Pur-
suarkt to Rule 87, we devisted from Ruate 77.2 of
the Rules of Pmctice and Procedure (Rule) to
exiend the commen period on the proposed
decision (0 30 days wd the reply period © 10
days. Pourteen parties’ duly fled commenis and
five parties filed reply comments, We have
made the technical and clerical revisions sug-
gested by the parties. We have added clarifying
language where parties have suggested clarity is
needed. We heve sdopied two minos revisions:
requiring the RTU 1arilf 10 be filed in a future
application, instead of an advice letter; and,
tequiring that te FCC public notice period is
expired before an application for Commission
certification may be filed. In all other sespects,
the proposed decision is unchanged.

TOTAL P.22
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Priox to the adoption of the modified Rule
18(0), it will be farwarded W the Office of
Administrative Law (OAL) in sccordance with
applicable provisions of the Govanment Code.
Al the conclusion of the OAL notice require-
menis, we intend 1o adopt the praposed Rule
18{0) contained in Appendix E.

2. Procedural Maiiers

On February 10, 1988, this Commission
invited all RTUs, LECs, and other interested
pariies 10 comment in this rulemaking proceed-
ing on the status of the radiotelephone industry
and the appropriateness of the present reguls-
tory scheme for paging and conrventional two-
way nadio rervices. After outlining Commission
cmselaw, the strisetuge of the RTU industry, and
the current regulatory framewark, the Commis-
slon indicated that it would like to revisit its pol-
icies for regulating radiotelephome savices.
The Commission’s ovemiding tnterest i
whether less-restricted competition might lend
to cheaper o1 better services and whether the
benefits of the current regulatory system exceed
the cost paid by RTUs 1o coraply. (Ordey, pp.
7-8.) The Commission listed 27 questions to be
sddressed in comments.® All RTUs are respon-
denis in this proceeding. The Commission
sulemaking order was mailed to respondents, all
LEC3, and known inicrested parties. Comments
were due on or before April 22, 1988,

On March 16, 1980, DRA requested that
tke filing dete for commenis be extended 1o
June 3rd, and for reply comments to June 24th.
DRA amerted that its investigation would not
be complete until April 22nd, and that an
incamplete investigation could produce umnec-
ey requests for evidentiery hearings. Since
there was no objection, the essigned administrs-
tive law judge (ALJ) granted the exiension.

On June 2, 1988, DRA requested » further
entension to hune 7th, stating that its comments
enceeded 100 pages and could not be timely
reproduced. DRA represented that it would not
read any comments filed on June 3vd until afier
#t had filed its comments. DRA’s comments
were filed on June §th. Since there are no objec-
tions 1o this request and reasonable canse is
given, we accept DRA's lute-filed comments.

On or belore June 6, 1988, 14 parties filed
comments, including DRA. On or before huly 1,
1988, cighi parties filed reply commenis and the
proceeding was considered submitted.”

On Ime 28, 1988, Mohilecomm of Cali-
fornis, Inc. (Mobilecomm), staled thal its reply
was late due to other pasties’ comments being
received late as well as the noed 0 obtain
sppyoval from varlous carporate Jevels for iz
own reply comments. Mobilecomun requested a
one-week entension and filed reply comments
on July (, 1988.

On July 8, 1988, two pastics moved that
their late-filed comments be accepted. Alleity
Paging and Crico Communications Corporation

(Alkity and Crico) represented that comments
were filed late because they did not receive
many of the other parties’ comments until s few
days before the June 24th deadline, including
DRA’s comments, which were seceived on June
21st. As of the date of their requesy, Alicity and
Crico vepresented that they stil had not
received all comments filed in the proceeding.

The explanations given for late filing of
reply commenis given by Allcity, Crico, and
Mabilecomm are reasanshle, No party objecied
to these motions, These motions are granted
and the late-filed reply comments are sccepied.

On September 13, 1988, respondents

Allcity and Radio Relay Corporation of Califor-
nia (Radio Relay) filed 8 motion 1o convent this
rulemaking proceeding into an investigation
where a prehearing canference end evidentiary
hearings would be set 1o address five controver-
slal issues, Respondents alleged that there wers
certain emmors in the beckground facts upon
which various parties bwsed their positions,
However, respondents did not explsin which
facls were in emror. They opposed DRA's rec-
ommendation o reverse RTUs’ siatus as tele-
phone corporations, and requested that hearings
be held before such a decision is made
Respondents also sequesied that this lssue be
refared to the Commission's legislative stafl or
excluded from consideration at this time.

Allcity and Radio Relay do not indicate
which facts are in enor in their motion, rov have
they included this information in the Reply
Commenis, Thus, the motion is based on specu-
Iation and must be denied.
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On October 13, 1988, Alicd Radiotele-
ghone Ucliies Association (Allied), which rep-
resents several RTUs, filed a motion 1o el &

ing conference in response to Allcity
and Radio Relay’s motion 10 convert the
ulamaking into an investigation. Allied agreed
that hearings were required prior (o any change
of RTU status. Howover, instead of hearings,
Altied vequested a prehearing conference and
workshops prior 1o & final decision in this mat-
ter. Again, this °s AN CONCETn WaS
chenging RTU siatus without a hearing. Since
we do not herein order s change in RTU status,
this motion is also denied,

1. The History of RTU Regulation

The FOC allocates radio Frequencies of
channels to domestic public lend mobile radio
carriess (public radio carriers) and pivate radio
camiers. The FCC includes sadio common car-
riers (RCC5) and miscellancous radio common
carriezs (MCCs) in the category of public radio
cemriezs. The frequencies allocated to public car-
riers are sepanate from those of privale carriers.
Public 1adio cayriers are authosized o provide
rediptelephone services to the general public;
private adio carriers may provide services to
se)ect group of cusiomen.

{1-41 This Commission classifies public
adio carrlers (RCCs and MCCs) licensed by
the FCC as reguisted RTUs and telephone oor-
porations becausa they offer telecommunication
services aver the public switched teleghome net-
work to the genersl public. Regulated RTUs
may provide one-way paging, fwo-wey mobile,
mariime mobile, ale o ground o1 cellular
mobile services. RTUs offering services to the
general public within Californis are under the
junisdiction of this Commission. We have nol
exerted jusisdicion over private radio carriers
licensod by the FCC. (Re Regulation of
Radiolelephone Uthlities (1961) 68 CPUC 1756,
(1978) 83 CPUC 461 and (1983) 12 CPUC 2d
363.)

RTUs ase subject 1o siatutary regulations
govemning telephone corparations. Thus, RTUs
must be cerlificated under Public Utlities Code
§ 1001 and comply with § § 454, 455, 489, and
491 (seasonable rales, tariff filing and notice of

proposed Tate changes). RTUs must abtain
Commission spproval under § 1000 prior to
constructing new facilities, expanding opers-
tions or disoantinuing service. We require RTUs
to file with us the zame annval report that Is
filed with the FOC. We have authorized RTUs
10 file POC-approved ariffs.

Because they sre public utifities, RTUs
have the power to condemn property under § §
610-624 and, nitially, we required RTUs 1o
geek Commission approval of slock transsc-
tions (§ § 616-830) and the anthority to tamafer
o1 encumbey utility property (§ § 851-855). (We
Inter ralaxed the stock transaction ll:J trarsfer
requirements, discussed below.) RTUs must
slso meet Lhe environmental standards st by
the CEQA. As the lead agency under CEQA,
this Commission decides whether ihesc pan-
dasds are meb.

We have investigaied the regulation of
RTUs on three occasions since 1961.

In 1966, we joined iwo RTU camplsints
fog resolution with & generic regulalory investi-
gation, We cancluded that the public intereat in
providing \clecommunications services requizes
an RTU w be intcroonnecied o the public
swilched 1clephone network opereied by an
LEC. We determined that the RTU is responsi-
ble for maintaining its landline sadio equipment
and the LEC is responsible for the telephone
equipment when an RTU is intesconnecied with
an LEC. We found the Pacific Telephone and
Telegrsph Company's (the predecessor of
Pacific Bell, or Pacific) proposed ariff tn be
yeasonsble and sutharized the tariff 1o be
accompanied by an excculed intercompany
agreement. We granted the RTU the option of
providing non-Bell interconnection equipment
or obusining it from Pacific. We prohibited the
RTU from connecting non-utility business and
uiility business lines or conducting improper
switching. We wuthorized RTUs to obtein as
many lelephone lines as needed for its opeta-
tions. (Re Pacific Telephone and Telegraph
Company (1966) 66 CPUC 202.)

In 1978, the FCC edopled s new open
enury policy for local public paging aperations
and opened ndditionsl paging chanmels. The
pamits for thess new channels were based
solely upon an applicent’s techmical criteria. n

9




P.28,22

518 867 3869

PRC BELL LAW LIBRARY

12:23

0CT-28-1995

D. 92-01-v.0

lcensing procecdings, the FCC made no
inquiry into pubfic need, convemience and
necessity, or o channe! compatibility between
differext local service aress. In response to this
federal action, we sgain invesligaied owr RTU
regulstion to make it compatible. We required
all RTUs, except private mohile radio camiers,
to file service terriory maps 10 aid partics in
resolving boundary dispuies. We gave RTUs
the right under Rule 101 10 file formal
complaints o vesolve imercarrier boundary
disputen. (D.98513.) '

In 1983, puwrsuant to the federal and state
palicy of open entry, we revised Rule 18(0)
placing on prowstants in an spplication pro-
ceeding the burden of showing that no public
need exisied for certification or expansion,
(063-08059.) In the samo decision, we
required RTUs to first obtain an FCC license
before Aling an application for certiGication with
this Commission.

Thezeaftes, from 1983 w 1987, we sought
to keep all carriers offexing new telephone ser-
vices on equal regulstory footing because the
sexvices of these carriess compete in the same
markets throughout Californis. We updated
RTU regulstion on m case-by-case basis to
reflect the same regulsiory Aexibility as that of
cellular operators and NDIECs. For example, in
1987 the Commission exempted RTUs from § §
816-810 (stock transactions) and § 851
(ransfers and encumbvances 0 secure debt),
and delegated authority 1o the Executive Direc-
1 10 approve uncontesied applications for the
tansfer of RTU owneship. (D-87-10-035.)
Severnl montha Jates we relaxed the requive-
menis contained in GO 96-A a8 they applicd to
RTUs by reducing from 40 days to 30 days the
effective date for RTU advice leuer filings
which do nmt increase vates. Al the sume time
we also exempted RTUs Grom the requirement
that advice letter filings may not exceed
$750,000 in revenues per year. (D.88-05-067.)

In 1988, prompied by rapid changes in
mdiotelephone techmology and market struc-
ture, and by complainis from RTUs regarding
ow regulalory framework, we instituted this
mlmuh‘n} proceeding. We asked 27 specific
questions” aboul the RTU industry under the
b-headings of goals wnd  regulatory
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framework; competition, economic efficlency
and markel power; RTUs and univexsal service;
interagency Issues; and gencric and procedural
nsues,

4. Goals of RTU Regulasion

DRA recornmends the same goals for RTU

regulation a3 those that are generally applied to
ihe regulation of other 1efecommunications utili-
ties: universal sarvice, economic efficlency of
pricing and production, encouragement of tech-
nological advancement, finsncisl and rate sia-
bility, full utilization of the local exchanga net-
work, aveidance of croes-subsidies or anticom-
petitive behavior, and inexpensive and efficient
ng»hdon.’ To this fist, several parties propose
that we add owr statutory duties of ensusing res-
sonsble rates and relishle sexvice, Other parties
recommend goals more specifically related w
the RTU industry: equal regulstion of wireline
and nonwireline RTU groviders, facilitaling the
bes) use for the Bimited radio requency spectra,
and equitable terms for the interconnection of
an RTU w the LEC.

IS) The only goal that is disputed by the
parties in this proceeding is universsl service,
This goal requires that elephone carporetions
make basic telephone scrvice availsble © all
members of the public within its service terri-
tory sf an affordsble price. This goal is gener-
ally applied w0 telephone corporations. How-
ever, we rocently concluded that miversal ser-
vice is not yet sn approprisie goal for the high
cost ceflular industry because it will serve only
five percent of ike populstion in the near fanmre
and is undesgoing rapid technological change.
(D.50-06-025.)

In this proceeding, some parties question
whether nniversal sexvice is 2n appropriate goal
for the RTU industry since they classify pagin
and two-way mobile service as discretionary —
not essential — service. Other parties indicate
that RTU service is the sole means of telephone
communication in cextain segmenis of their ser-
vice aress, implying that it is, indeed, essential
service.

Pacific finds that RTU service constintes
basic exchange service in & few remotx, rursl
wexs vwhere landline celephone service via

P_-——__I
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telephone is impussible because of the
Jervain. Ptclﬁcmucomnmdlm that RTVU service
be regulated in these aveas in the same mannet
o basic exchange sesvice, including measures
o make the service nﬂ'adnhhbydlm_mmm.
Howeves, Pucific belicves thal nationwide RTU
doveopmens  will  yequire regulstors (o
ecognize \hat peging snd impwed_ mobile
.avice“ ate not basic, essential saxrvices md
1t LATA bounderies do sl limit
adiotelephone service.

Mectomedia does oot believe sny basic
enchange sexvice it provided by RTUs and con-
tzads that even if i is, RTUs have met their
social obligations for alfordable service throngh
programs such es Life I’-;eSavlce.nmlng
sexvice provided free to organ gansplan organi-
zations,

GTEC does not believe that yural RTU sex-
vice is bwsic exchange service. However, oven
if it is, OTEC points ow that the FCC has
recetly allowed mote twelephone savice
opilons which will h\ﬂf'nu sadiotelephone
oompetition in airal areas.” Thus, GTEC con-
tends that these new optiont may affect the
availabifity of RTU service in rural asess m:l
the question of whether RTU service is nondis-
cretionary basic ielephone service in these
arets,

Catifornia Aulofone and Redio Electronic
Products Cosporation (REPCO) serves notthem
countries with extensive rurel aress of mining,
logging and sgri-butiness economies. REPCO
also comments that lerrain in many of these
wens makes taditional landline telephone ser-
vice impossible. REPCO contends ihst RTU
mhehbﬂmuﬂudfoxt\unmuﬂthu
frequencics serving its rural customers are ofien
congesied. Thus, in these places REPCO
beliaves RTU service is essential and recom-
mends that the Commizsion continue to regulste
nure) service s basic exchange service o assure
its availability w all cusiomers.

DRA is unable to evaluaie sll rural areas
because informalion sboul basic sexvioe in rusal
aseas i3 not routinely filed with the Commis-
sion. DRA estimates thal 1% - 1.5% of RTU
customers live in rural areas. DRA's overall
recammendation is ko deregulate the entire RTU
industry in two phases. Inidally, in an interim

order all RTU savice, except two-way mobile
service in yural areas, would be delmiffed. DRA
rocommends thst the Commission order all
two-way mobile oporators to provide the Com-
mission the following information within 90
dlyslllalnclduhll\ilpmceedimhllpﬂ:

1. The total munber of rural and marine
customess within the sevice temritory;

2. The namber of cusiomers who use
two-way mobile sarvice instead of universal
servioe;

9. The options availabie 1o roval costom-
ers for obtaining services similar in quality
and price ta two-way mobile service.

Aler seceiving this information, DRA rec-
ommends that the Commisslon decide how
two-way mobile service in sural aress shouold be
regulated, DRA recommends that the regulation
and raes for raral customers remain the same
until the concluston of the rural customer study.
Alter the isue of rural service and other prob-
fem sreas are resolved, DRA recommends that
we deregulaie the entire RTU induniry.

4.1 Discusion

We agreo thal we need more complets
informarion sbout rural two-way mobile service
in each RTU service area before we can resolve
the dispule over basic service in nural mress,
Therefore, we will sdopt DRA’s recommends-
tion 10 obtain more extensive information about
basic exchange service in these arcea, We will
order all RTUs and all LECs offermp two-way
mobile sexvice 10 mxvey and repart the number
of rural customers relying solely on two-way
mobile service for basic exchange (universal)
telephone service. We will consider 'hl.lll" o
designate an area eligible for Rusel Radio Ser-
vice as defined in FOC Rules and Regnlstions
Pan 22.2, Definitions.’? In addidon, we need
updated information on the stams of BETRS
and rursl oellular service offerings in order w0
cvaluate whether two-way mobile sexvice in
rural aress it basic service. We will request all
pattics to address the issue of progress of these
service options in rural aress. Since we do not
order deregulstion in this proceeding (discussed
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below) and since we beljeve the revisions 1o
RTU regulstion which we row adopd will
bene.ﬁl fural sexvice, we will make this arder
spplicable © existing nual RTU opevations
cantrary to DRA's recommendations. '

3. Competition in the RTY Indusiry

Allied contends thet the goals of RTU reg-

vlation !|_nvo been achieved infulun wress m::
campetition. Allied indicates thet eatly paging
systems trarumiited shogt messages and “beeps”
over a limited ares, often relying on operator
mieavention, Technological improvements now
enable pagers to wansmit information, including
primted copy, automsatically. Allied estimates
!hll these  techmological advances have
mereased RTU use of the LEC public network
with RTU savices contributing 10% of wial
end office awitching, Allied calculates thel in
1988, calks placed by RTUs or thelr custorners
contributed $18 million in sdditional annual
LBC revenue, retun calls 10 pagens contribuled
$14 million, and interconnecy fees contributed
39 million. Thus, in Allied’s opinion, competi-
finn has prompeed technological advancement,
increased RTU use, and sesulted in larger LEC
revemues, Allied contends that this increased
RTV use has significantly contributed o ful)
use of the wireline netwark and RTU radio fre-
quencies, which is ane of our reguistory
At the same dme, Allied cantends, iml:::l:
ments in technology and the existence of oom-
pelition have reduced the price of RTU services
lnd.prodncad 8 good quality of service. Other
parties Agree that the RTU industry is highly
competitive,

DRA buses its conclusion on g of the
factors genenlly sssessed i o mddvu
e:wlmn.mml: number of carrlers, independence
of carriers, revenues, number of customers,
rumber of compeling cariers within same
weas, basis of compeiition, peice of services,
quality of service, and market shares of carriers,
DRA presents these facts in jts study of the
RTU indusry for the period 1984.1987:

— The RTU industry has grown from
40 to 91 catificated curriers.!?

——'l'henmnlnrotpuingcmmmm
12

CALIFORNIA PUB. UTIL. COMM'N — 43 CPUC 24

increased 73%, paging units increased 80%,
and olal paging revenues rose 33%. At the
same time, two-way mobile service declined
4:5 and represents 10% of 1otal RTU ger.
vices. Paging services represent 90%.

—wmsmopernndbympm‘
Inldir.u more than onc oertificate and 33
wore independendy owned,

. —R'lhe :‘l:l.eu RTUs are two LECs and

e Regional Bell Operating  Compan
(POC) affiliates. Theare are seven medinm,-'
sized finms and overs 50 small Ginms, Twenty-
four firms are insctive.

— 'l!ne largest RTU firms exrn 65% of
otal paging revenues, Lhe medium-sized
firns 2-8%. and the small fims 33-39%.
Small fims slso ean 40% of two-way
mobile servioe reveruies,

—Tlmi:mecnumyinCllifmﬂn
with no RTU service and four counties with
only one RTU. However, in the remaining
counties two w Gve independent firms com.-
pele,

. — Prioe is mnwimemr.-mol'umpet-
mg. As 8 resul, RTU rates have been
reduced 30-40% from 1984-1987.

— Quality of service is the second
method of competition. In onder 1o n3sess the
quality of service, DRA reviewed the number
of customer complaints, During 1985-1987

;;smm;t service complaints decreased from
W 2 and customer billing complaints
Gecreased from 49 w 12,

— Technical edvances in radiotele.
phone  Wansmission and reception  have
impoved service, Therefore, DRA reporis

that RTV service quality is good in wban
wess,

— Using the Herfindahl index and

conceniration ratio,” DRA finds vay low
kevels of concentrated markel power, In these
methods of market messurement, DRA
counts affiliated firms as one company, The
resulting concentration levels are comparable
1o those of the soap wnd food industries,

Radi? Relay and inc. (Eloc-
tropege) dispule the existence of 12 competitors
hWCm.MMe that 9 of dhese
companics should be excluded from this count

CALIFORNIA PUB. UTIL. COMM'N—43CPUC2  D.92-01-016

becawse of marginal sexvicp tevitory, alter ego
relnionships or insciive opersiions. Howeves,
even with these exclusions, there remain 34
competitors in each location described by DRA.

Parties do not dispute the other numerous
facts dexived from DRA's swdy of the RTU
industry for the period 1984 w 1987. DRA"s
maket stody does not evalunte sub-murkets
within the state. However, PacTel Paging (Pac-
Tel) presents the results of the H-index snd con-
ceatration satios based upon the metropoliian
RTU martkets in Sen Francisco, San Dicgo,
Fresno, and Los Angeles. These resolts also
show low levels of market conoentration.

(6) Based upon Allied, DRA and PacTel’s
market infosmation and the supporting com-
ments of 8 majority of the pasties, we conclude
that the RTU industry is highly competitive and
that consolidation has not adversely affected the
industry. However, the industry continues to

and consolidate snd statewide networks
sre being cextified. We desire 1o updsie informa-
tion on the market factors and impact of consol-
idation i0 vexify that theae coaclutions are still
valid. This study should include kmown sub-
markets, such us metrapofitan areas, and other
information DRA decms pertinemt 0 owr
inquiry ebout the market and consolidation,
Therefare, we will order DRA 10 update its mar-
ket and consolidstion studics and to file and
serve the stndy on all parties to this proceeding
within 120 dsys afer the effective date of this
order. Pazties will have 20 days to carnment on
DRA's updaied study.

6. Deregulation of RTUs

[7]1 When we exerted jurisdiction over
RTUs in 1961, both the paging and two-way
mobile telephone savices were in their infancy
and both had few customers. We indicated that
under “changed circumstsnces” we may reach
the conchision that regulstion of the RTU
indusiry was not warranted. (D.88513.)

In s proceeding, DRA contends that
"changed ciroumsiances” warranting the
removal of Commission reguistion have
ooccurred, The changed circumstances 1o which
DRA refers are cenain findings in s survey of
te RTU industry for the period 1984-1987.

During this period, DRA finds thal two-way
mobile sesvice ia 109 of the RTU industry snd
paging is 90%. DRA contends these new cir-
cumstances justify deregulating the industry,
‘We dissgroee.

The “changed circumsisnces™ (o which we

refeved in ouwr 1978 decision were [aciors
which place entities owtside aur regulatory juris-
diction, numely, the lack of s public inlerest to
regulate a public utility service and the lackofa
service offering to the gemeral public. Thus,
public uslity service 10 select groups of custom-
ers o1 sexvice which invokes no public merest
does nol require Commission regulation
Accordingly, in ow 1978 decision, we
expressly encluded from regulsiion "shared
yepester™ services and private savicss. We
siated thet should the circumstances of RTUs
change, they may not yequire regulstion in the
future. Hence, in order to remove RTU» from
Commission regulation, a party must show that
no public interest in regulating RTUs exists or
that RTU services are no longes offered to the
general public. DRA does noi  adequately
eddress these issuer in this proceeding. In fact,
the comments of numesous parties, including
DRA, reflec) the opporsite opinlon — that regu-
{stion of invevoonnection is needed to protect the
public interest in obtaining RTU services.

In addition, our 1978 decision was not
based on the divislon of paging and two-way
mobile customers within the RTY imdustry, We
concluded thet RTUs musi he regulated
because their sayvices sre offered to the public
and make use of the public switched telephone
network. We relied on the siawstory definbion of
s telephone line" to rench this concluston. Sec-
ton 233 defines a selephone line ss *, . . wires
. « « to facililate commumication by iclephone,
whethes such commumication is had with or
without the use of transmission wires.” (Emphs-
sis added.) Both psging and two-wsy mobdile
ielephones require the use of the wireline net-
work and are services the RTU offers to the
general public, Therefore, we canno) agres that
the recent growth of paging alone jusiifies
dezeguiation.

DRA and numezous commeniers inlerpres
$ § 48D, 495 and previous Commission ceses o
permil us W detariff or deregulale the RTU

11




P.18-22

510 867 386S

PAC BELL LAW LIBRARY

12:21

OCT-280-13995

D.92-01-0. CALIFORNIA PUB. UTIL.COMM'N —43 CPUC U

i:::suy. Oﬁlninmmuuhmﬂu opposite  redintelephone corporations which lead to fur-
. They erences pense, U tigation
mandating RTUs to file 1asiffs. “ sﬂll::n:;y nmu.lr?:ll:n:d ! o lobby for
Section 489(a) states that: We will cunsic.!u these recommended
“The C ission shall, by rule of changes in statutes ar we routinely review pro-
order, require every public ulility other than s pased legizlation.
common cerrier  to file with the commission
« .. schedoles showing all rates ... 7. Status of RTUs
m;nher_ with sll qules, contracts, privileges fing. DRA 3
and facilitles which in any manner affect or Inll.hil y % Toco that
relsie 0 1ates . . . or service.” [Emphwsis RTU be reinvestigated based upon the
() ;:nue .c:ml diviston of services within the
In addition, § 495 siales thal: e e e o

!':aglng. DIEA suggests that under these
" _zuy !elcylph and_tr.lnphmn _ “changed circumstances,” {1 may be more
shall primt and file with the commission th e to teat RTUs as end usems. The
hedules showing all the mics and implication of this recommendation is to charge
claasifications for the transmission of mes- RTUs additional end user fees, including access
sages or oonversations beiween . . . points.” chasges, (o interoomnoction.
(Emphasis ndded ) MA majpority of the commenters in this pro-
ing oppose DRA's recommendati
on Undall|= u:n_ legng't_ulel of mml.ory construc- uimeﬂi;nﬂm and passibly change ll'll"‘ll;:‘“:uumu:
o i h.T.z. is gme:llly :n?qxeml as 0 that of end users. Crico alleges that these I
. :uh e term “shell” is generally no record 1o wevant reinvestigation, that this
e |,:m " ;}1‘:;1!‘ .(Cll Jur 3d, Suanites, recammendstion defies common sense, and that
e '.495 o e s wsed !rn both § 489 it undermines an RTU’s ability 1o obtain vea-
al in refaence m.ﬂﬂn‘. wariff schedules. sonable intercompany connectlon and traffic
dq: (1:::; :';&IIV; no duftemn lo deamiff or . intexchenge sgreements (intercompany agree-
i eaig s by e legutumae T 74969, BASL, and 83,0809 s conchubvely
h N (] » 83‘
” Partics commem!ng on Ihc issue of deteg-  deciding that RTUs mou:l:p!-sz” ne ommmm
o ::hm Mo’ﬂ'et legislative solutions shoold we Numerous RTUs contend if they mmlm. ified
e - mchlhn.l':hfy hl:oommmd thatthe a3 end usen, they will have no protection from
Ccm’ 4mm i 4;?):: gislation that changes §  high interoonmect charges because they will
LBidh eu.ludaﬁn e RTUs or define  lose their legal standing as a ielephane corpora-
s meﬂm corporation” as & calegory of ﬂonmdn!766mchnllen;elluechup."
phone y m ﬁ;m the wu:dh;m ) Alicity oontends thot DRA’s recommiends-
corporation. fecomm on to change
Iegllhd\';in :p::‘:.fy I_hnl‘ while RTUs have jaopndirlm:e ?:; ‘::';::m':ea: :::l:ounl:
_pawm B ‘zl:s o mc;b‘h;amlx_m;blllwy are not sub-  mediumsized RTUs. Alicity contends that
Rl applic ﬁm: o mmly L.F)Cs have historically ssiempted to unfairly
wirelin hor lheur;;mn: . The parties disadvantage RTUs in negotialing interconnecs
mnnmlded D.;‘ e 1]) _Winx stahutes be terms, citing numerous complaint proceedings.
7mmn.3 pte s mﬂ; u’nsf'y’i;l:l ::llgl(l:ﬁ:v ] S;:dn? nyﬁd and believes thal many small and
gty ;alephdw o (ot S gndﬂ ium-s companies 'wou‘ld be' at '(he
nw)mmdmyw mazilings o0 mlfdhﬁd n\b’- mog:dwc competium f thels clssfeston
sci , Mobilecomm asserts that sdding clar- AniuimquuumDRA'sm:o
a:::: lmg.\mge in each of these stanes would  Gons regarding RTU status be the snbj::l:':)eln[‘:;-
unimended regulatory cesirainis on  mal hearings before they are adopled.
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In response to these. allegations, Pacific
syongly disagrees thal inlercoanect istues are
subject to this proceeding. In Pucific’s opinion,
10 consider interconnect issues in this proceed-
ing would be like discussing intasLATA socess
in & procecding regarding ATATs regulsiion.
Pacific does ot belicve an RTY rulemeking
encompasses vules on an RTU's putchases from
its LBC supplier. Pacific coniends thst RTUs do
not provide the same basic exchange service as
LECs, nor do they have the sume franchise ohli-

10 serve all customers in thelr texriloty.
Therefore, Pacific belicves RTUs are distin-
guishable from LECs far the purpose of nego-

ncgotiate  imercompany sgrecments  among
themaelves which are wilosed to thelr specific
noeds and may reqoesl Commission interven-
ﬁm;umumlmllnémd‘lﬂﬂmueugod-
ations break down.

Pacific contends that DRA's request thal
inlercompany agreements be spproved by the
Cormmission priot to implementation is oontrary
o D.50837 (1954) §3 CPUC 662, which
sequired ingercompany agreemenis W be filed
for informational purposes only. Pacific
belicves that § 766 is sufficiem 1o resolve
RTU/LEC contract disputes.

7.1 Discussion

B] We are given ™o sessonable
justification to reinvestigete the classification of
RTUs. The allocation of paging and iwo-way
mobile services within the RTU industry is
irrelevam to the issue of classification. As dis-
cussed shove, our conclusion that an RTUis a
telephone corporation was not based upon this
division of services but on the nature of RTU
services. DRA has not addressed the neture of
RTU services o support ils recommendation (o
reinvestigate. Therefore, we will not change this
classification. The question of whether an RTU
should be charged end user fees ar sccess
charges is discussed below.

8. Interconnection

sgreement. The
savicumdhciliﬁubbemeduﬂlheuw-
tive charges. Interconnection charges are the
lu;ulllTchpauumdcnmpupm
sm.ooopummnn.wpnmmmn.
Theze are two types of RTU connections,
Type 1 and Type 2. The Type 1 comnection con-
nmth:RTUlwitchmmhnlmnch
desired end office in ils service lamitory by s
dedicated, leased telephone line. Scparaie
arunks and a separate block of telephone num-
bess are purchased for this purpose. A call
phoedbynnRTU'lcummismwdmlha
closest end office, then ransferred from end
ofﬁpelomiolﬁumﬂllluuhelﬁwuﬂ
office closeit to i dextinailon. There are
charges (o the RTV for exch swilching opers-
tion. This type of conmection roquires st az
mynaomaomomoubnmmm
typical metrapolitan area- The larger the num-
bﬂolmlol'ﬁcumwhichﬂwRTUhm-
pected, the more likely it is that landline-
originated calls 1o RTU poging units will be
charged "Zone 1° (local) rates by the wireline
(LEC) carrier. The originating caller pays these
ielephone charges. i the RKTU has no connec-
tion i0 an end office necded 1o complete a call,
the criginating caller may incur Lol charges for
such a call, Charges for LEC facilities dedicated
to an RTU far Type 1 connection ave well eatsb-
lished by LECx.

The Type 2 connection finks the RTU
switch (o an LEC tandem, climinating the need
for leased lines 1o, and identifying numbers
within, numezous end offices. The RTU swiich
itseif becomes an end office. The Type 2 con-
necton is & more cfficient use of the wireline
network and can be less costly to the RTU, its
customers, and landline-originating callers.

In addition to groviding conmection facili-
tics, the LEC assigns 10 the RTU a block of
telephone numbers to be allocated o an RTU's
customers. DRA recommends that umused tele-
plmenmnbcrtberwievedbywc:mnn
reasonsble period of lime in ordey 10 rerain ade-
quate telephone numbers for other LEC
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customers. Chizens contends that #1 provides REPCO with
two measured business lines used to acoess the

8.1 Intercompany Agreements

toli network at & monthly end user common line
rate, No end user chargea are applicd to sny
In studying competition within the indis- other sarvice. Cilizema considers this charge
try, DRA identifies s “bottleneck” in providing  appropriate,

RTU sccess to the public network. Only LECs Pacific states tha the resson Type 2 con-
provide this sccess. DRA concludes thst & nections have not beea provided is because no
monopoly of an essential interconnection within ~ agreeable price has been reached, implying that
this compelitive environmem crestes unequal RTUs' price expectations are  umrealisiic.
market power. If the LECs abuse this monopoly  Pecific alleges that Type 2 connections are
power by not providing equal access, DRA con-  more costly than Type 1. Pacific recommends
tends that & parly can be denled the ability o that the Commission reject RTU requests to
compete. Since LECs also own RTUs which  price Type 2 connections below cost.

compete in this market, such sbuse has sesious Pacific contends that direct inward dialing
sati-competitive implications, sccording o (DID) numbers are allocsted on a first come,
DRA. To remedy ihe inlerconnection problems,  fisst served basis, with “plain old telephone sey-
DRA secomumends that we adom the FCC  vice” (POTS) customers being given priority.

requirement of good faith negotasions for inter-
connections and thal the LECs provide the
requesied type of interconnoction within a rea-
sonsble lime or within a maximum of six
months. Other parties agree tha! interconneclion
s a1 sexious problem affecting the ebility w
compete. They support the requirement of good
felth negotiations and connection within a rea-
sonable time,

Numerous parties in this proceeding com-
plain that LECs deny the allegedly cheaper
Type 2 conneclions to some RTUs even though
they are mede availsble to cellular carieys a1
greatly reduced seles. RTUs alio complain that
more favorsble prices are provided to an LEC's
affiliste. They allege that these below-cost
prices are subsidized by other LEC monopoly
operations.

REPCO and athers Indicste they use
microwave facilities o carry baffic belween
mwbile and paging terminals and wireline end
offices when lease lines or Mendfication num-
bexs are unsvailable oy are unreasonably priced.
REPCO contends that if it were not permitted to
bypass, its interconnection costs would be pro-
hibitive, REPCO complains that it is considered
an end user by Citizens and for severs! years
has been unable o negotinte reasonable retes
with Pcific,

Citizens denies that it considers REPCO 1o
be an interexchange carriezx or thm it billed
REPCO interexchange carrier access charges.
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Pacific contends that the FCC has appraved this
method of allocation. Therefare, in Pacific’s
opinian, it has responded favorably and withoot
digcrimination in the allocation of lelephone
numbers snd intervonnection. Pacific sees no
need for nondiscriminatory requirements, How-
ever, Pacific also comments that the administia-
tion of intercompany agreements s becoming
time-consuming. Other partics complain that
negotigting these contracls {s expensive,

82 Radio Carrier Access Tariff

DRA’s overall recommendation in this
proceeding is 1o deregulate the RTU industry.
However, DRA slso comments on Pscific’s
inforral proposal for @ Radio Carier Access
Tariffl (RCAT). Pucific diatributed this informal
proposal for Commission staff review prior to
filing it formally ax xn advice ledez. The pro-
posed RCAT would combine the prices for all
facilities and scrvices offged in iy type of
RTU interconnection into one wriff. Pacific pco-
poses to use this tariff to price all RTU paging
and Iwo-way mobile services. Pacific proposes
that rates be prediciable the first iwo years, and
in the third year Pacific would review and pos-
sibly revise the prices to reflect coats.'?

DRA opposes the proposed RCAT for &
number of rexsons. It believes thar withoul
claification of whether an RTU is an end-user,
the proposed iariff is an access lariff which s

e o e e ———
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ocsmally used for end-uveas. In uddlnm, DRA
opposes the proposition thal RTU carviers may
be charged prices different than thote in
existing wariffs, In DRA's apinion, if -muved,
d:ilwiflmldbchuul‘nndbommuwk}m
LECgcnullnuclu-’ DRAdsoyz?\mlel
caloulations © show that the rates m the
propused RCAT are 50% below oosh
Americen Paging (American) inlerprels
DRA's comments on RCAT m recommending
tariffed interconnection. Amaicm strangly sip-
pors  such & recommendstion. American
believes having ono tarill nwlifable R ‘nll
KTUs would asiure no price discriminmtion
against any RTU. American renoulm‘lldl work-
shops to dmaft this Aarifl, and nbelhvu'lhu
mwﬂlghemﬂimﬂwu’!mwﬁmﬂs
in the development of chazges without the casi
vidual negotiations, '
orh‘illind proposed allowing the oplion of
submining the inlercompany umngemenls
eilher a3 an iMETCOMPANY SEFOMONL OF RS A [aT-
iff. Allied considers both to be comsistent with
an RTU's status, sinos both dncummll have
been used in the past In Allied’s opinion,
DRA’s triffing of all RTU inteycomnect terms
is loo rigid in a changing, compolitive n_uxkex.
Allied suggests that the many issues ‘In this pro-
cceding, including RCAT, depend directlyon »
mm:mmdmm;wmnmsm:fu-
phone carporations with the right to negotiaie
teronm eements.
" Mmpn:wd.: Paging Services ) Group
(Metromeodin) challenges DRA’s assertion that
RTU bargaining power is based wpon special
oontrects which are below costs. Metomedis
points out that DRA provided no cast analysis
o show RCAT rates below cost. Meuomi;dln
alleges that DRA’s presentation of a one-time
fee of $35,000 for a block of 1elephone numbers
by Pacific snd $12,000 for each tandem by
Qeneral were unsubstantisted and were three
tioves larger than foes or charges of other BOCs.
Mewomedia asserts that the FCC did investigats
RTU status and ihat this Commission has aiso
done 50. DRA replies thas the FCC wests RTUs
different than this Commission.

83 Discussion
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ke o gwnunh;n:
in! t. The » s
Line the terma. 8 conditons of service, o
sates for blocks of telephone numbers wnd
nsuliaticn and refers 1o uriffed rates foy trank
lines and message units. Thesc intescomptny
agreements axe not required to e cost-justifiod
and wre filed for information purposes only. In
ﬂﬂlpmeedh;.mnmpldnlhum are
insppropristely assessed end-user charges and
are unable o moeon(hedmpl‘mlhenm
efficten Type 2 {nterconnection. We ake
official notice tha nmwT 01: nnummpmmfz
goements to provide Typa 2 in
;nva been m.m' the Commbssion since the
commenl paiod expired Obviowsly, some
agreemens has been sesched over this type of
interconnection. However, we arc cancerned
that the KTU is in a position of unequel b'n-
nin; a in negotisling intercounection
::ea:mp:wbenuu the LEC is also an RTU
ttor.
mplmnanmauicn iz vilal to the oompcm_ive-
pess of an RTU. Interconnection is ablained
from only one source, the LEC. DRA describes
se clicumstances a¢ 8
:;umpoly provisien of RTU interconnection.
Mbmdwbllhnlﬂxclnuoomwﬂonol
RTU service with the poblic switched network
hummmlymﬁoelmonlydmlsc.cm
provide it In this sense, hmwmwﬂ!oll isa
basic, essential service for an RTU \Vhlc'I‘WIl-
vanis strict regulation. In uddimmm is no
dispute that based upon & statewide average,
2 connecliona pravide more efficient uto
of telephone facilities than Type 1. Under the
circumstances  where e LE“(E Wi::vic:
monopoly service and may use the same
to enuz: in competition through an afilia,
we must assure equal bargaining power fn Intex-
connection negotistions. We musi slso aspure
that all types of RTU inicrconnection sre avail-
sble 1o all competing RTU cerriers at ceasona-
ble, non-Escriminatory and non-preferential
rates. . .
[9) The majority of camm:mu': in this
proceeding, inciuding DRA, we dinsatisfied
with the exlsting regulation of interconmection.
DRA advocales continuing 10 mlwriu.i‘mu-
company agieements with an additional
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requlrement of “"good faith” negotiations.
Adding this requirement does not sddress the
uequal bargaining power of sm RTU in
negotistions with an LEC affibated with a
competing RTU. To compound dhe problem,
RTUs complain of LEC price discriminasi
preferential pricing and cross-subsidies from
other LEC seavices. The recommended
requirement of gond faith negotiaions does not
veach these alfeged problems. We do not intend
to Imply that LECs engage in these pracices.
We find unaccepiable the possibility for such
behavior to nocur under the cwrrent regulation.
In oddidon, RTUs and Pacific comment that
intercormection  negotistions  are  time-
cansuming and costly, Thevefore, in ordey to
assure equal bargaining power between RTUx
and LECs, and assure the equal availebility of
sll types of RTUAEC interconnection
feasonable, nom-discriminatory, non-preferential
terma, conditions and sates, we will order il
LECs offering RTU interconnaction o tariff
these intesconnection arrangements. We will
require these LECs W file proposed tariffs
containing al! terms, conditions and rates
applicable 1o the provision of RTU
inieyoonnections, including Type 1 and Type 2
services discussed in this proceeding. The eariff
filing should include rate elements for all
savices (uriffed and nontarffed) currendy
offaed under RTU-ALEC inlescompany
agreemenls. Any discrete service ‘curremly
included in an RTU-LEC conact fFor
interconnection should be included as part of an
unbundled RTU-LEC tariff, Once the rariff is in
place, or if an RTU should request my
additional festure for interconmection, this
request should be handled in the fovthcoming
ONA nilemaking proceeding. ANl services
should be unbundled in the tasiff, which should
caver provisions for a Type 1 or a Type 2
intercomection.  LECs  shouMd  price  all
wbundled rele elements ot direct embedded
cosL The specific dizect oost methodology will
be included in the application. Numerous
procedural options, such as wrilten comments
or warkshops, may be used t give paties an
apportunity 1o comment on the costs and
methodology. All services should be unbundled
30 that the different necds of diffecent RTUs can
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be met. An RTU shoul not have 1o purchase,
as a result of bundling, elements it does mot
require.

Each affected LEC shall propose ap RTU
interconnection tariff in en appHcation w be
filed within 150 days fiom the effective date of
this order,

We take official notice that many interoom-
py agreements comtein clauses where the
RTU promises not to protest LEC wriffs filed
which may relale to these agreements, We do
not find these clauses agplicable I the 1ariffs
which we hercin order. These clauses sefer to
Gariffs which may be filed at the discretion of
the LEC. The wriffs we herein order are manda-
1ory and we value RTU comments on these pro-
posed tarilfs.

If the proposed tarifls are protesied, the
Comudssion or Assigned Administrative Law
Judge will decide the appropriate course of the
action. Should protesiers dispule the applicabil-
ity of the tarifT o provide services, the appropri-
stzness of end-user fees, socess charges or
methodology for cakulating ditect embedded
costs, we will resolve these issues in the dispo-
sidon of the spplication.

Once suthorized, these interconneciion tar-
ilfs are subject to all sistutes and Commission
Genoral Orders governing iaiffs. At the same
time these lariffs become effective, all existing
intercompany agreements will be superseded.

In resolving the dispute over terms, condi-
tions and vates between RTUs and LECs, we
cernot ignore that private radiotelephone car-
siers exist and are not subject 1o an order in this
proceeding. We mnticipate thel private carriess
will question whether the interconnection tarifTs
we order in this procoeding are applicable 1o
them. The question of who the inferconnection
tariff should be applicable 1o ix a complex issue
for several reasona. First, a long term goal of
Commission yegulstion is © move away from
use-resitictive and vser-restrictive tariffs given
the distortions they cen introduce into the mar-

ket, as well as the practical reslity of our limited
enforcement power. However, if we do not kimit
who is able 1o make purchases under sn RTU
imerconmection tasiff, we creste snother oppor-
tmity fo (ariff arbitrage. Creating 8 new svenue
for wbitrag2 ceuses “us concémn, especially

CALIFORNIA PUB, UTIL.COMMN — 43 CPUC2d  D.92-01-016

when hisiorically, the Commission ‘h-
supported lower prices for services provided
only © s public udlity with nnnl.dml
obligations to serve, as opposed to a privale
cmi?n reviewing the comments cmcﬂn.in! the
need for an intezconnection llril‘:‘:ﬂ privale
carrier paging (PCP) companies, responses
are mixed, Some would like the opportunity
pecause they seem 10 think that the tariff will be
priced on a cost-bused sindard. Howeves, oth-
evs wre conoened that their optlon to negotinte &
better contract rate mighi be taken sway. We
oote that the Commission may always spprove
o contract even when a tariffed rale is available,
according 1o GO 96-A, Section X.

Private carriers and LECs negotiate the
terms, conditlons and retes for this interconmec-
fion in the same mamner as negotistions
between LECs and RTUs. Howeves, we have
no record in this proceeding of the s1atus of pri-
vale carrier interconnection upon which w bn.o
a declsion to require tarifls. Thevefore, we will
otder all LECs 1o sexve a copy of this decision
s the applicelion proposing an inlerconnec-
tion tariff on all private carsiers curvently receiv-
ing interconnection service. Should this ivsue be
disputed, we will resolve it in the new spplice-
tion proceeding. .

Cellulr RTV interoonnection is currently
govemed by D$0-06-025. IF cellular R'!‘Us
seck comparable treatment for interconnecuon,
such changes should be pursued through s peti-
tion for modificaion of D.990-06-025, or awalt
review in the Commission's enpected ONA
rulemaking.

Finslly, LECs who either heve no interoon-
nection agreements with RTUs or have only a
few imerconnections with RTUs have com-
mented that they msy have little or no need for
a tariff. The order to file en interconmect tasill
does not zpply to LECs who do not intercon-
nect RTU or PCPs. LECs with few RTU cus-
tomers may file an edvice letter with the Com-
mission to concur with either GTEC's or
Pacific’s tariff, vather than develop their own,
consistent with procedures used for 900 access
tariffs.

9. Centification

Currently, we requive s prospective RTU o
obtzin an FOC permil for its radio channels
before submining an application o the Com-
mission for suthority o operate facilities in the
state. We added this requirememt in 198?
because thers was competition among appli-
conts for an FCC license in most vervice aress,
Because of this competition in tcensing, all
spplicants  filing simultancous Commission
spplications may not obisin FCC licenses. To
avoid the administrative burden of reviewing
applicalions which may not Ohlil.l FCC
sppvoval or amending Commission spplicstions
changed during the POC licensing process, we
required that the FCC loense be obisined first

D §3-08-059.)

( Parties in this prooeeding identify the RTU
cenification requirements as regulation which ia
not cost-effective. Parties complain thal it takes
5.6 months o obtein en FCC Hoense end
enother 3-4 months for the Commission
approve certification. Therefore, they conider
the total time o obtain authority to operate as sn
vnreasonsble perod 1o wait before RTU con-
struction ma; in,

Aiuign:lho‘l'mCﬁ(omh. laoc. (Ainignal)
and Alfied vecommend that the Commission
and FCC applications be filed limmwn_eomly.
83 they were before 1983, © lessen the dme for
centifying new aperations. Allied plovldu. [
standurd application to shorten Commission
review. Allied also mommend'; thél the Com

ission delegaie authwrity 1o the Commission
mkmy ln: Compliance Division (CACD) to
approve unconiested applicaions.  Aitsignal
vecommends that this swhority be delegated w0
the Executive Director.

Pacific recommends removing from the
spplication the requirements of public me'd.
technical feasibility, quality of suvicc..ﬂnmd
responsibility, pricing and the submission of
ueps.

pWiIlml Dodge, an ex-employce of the

Commission representing himielf, suggests Ihlll
public need can be presumed if an FCC permit
has been issued.

DRA recommends that the Commission
aid open entry by granting imuim'mhmﬁy 0
operaie ex pwie pending 8 bearing. Al the

same time, DRA rseports that only ome
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application has been grotested in the last two
years.

One party. AAlert Paging Company ol
Sacramento, Sen Francisco, and San Diego
(AAlent), requests that certification standurds be
more rigorous (o eliminate under-financed and
under-engineered paging operations. AAlai
believes cuslomers are haymed if these carriers
sell oul 1o other carriers o7 abandon service.

9.1 Discussion

{30] We agree thet nearly one year is an
unreasonsble period o wait for centification.
However, we have considered each of the rec-
ommended options to shorten this period and
must reject most of them, The FOC assesses
only the lechnical ability of the proposed sex-
vice and docs not assess the need for the service
within the state, Thevefore, we must retain the
curent Commission policy addressing public
need. Because of our obligstion to assure reli-
able RTU service at reasonusble yates with no
adverse effect on the environment, we must
remnin the curenl requirements in application
proceedings.

In addition, we cannot delegate to staff
slatulory dulies that require Commission ener-
clse of discretion. The fact that an application is
not protested is anly one fackor to be nsyessed in
s review. The othier factors of environmental
impect, qualificalions, lechnical feasibility and
finencial capahbility must be weighed by the
Commission (o determine if an applicant has
made an adequate showing. Therefore, we can-
not delegaie to CACD ot the Executive Disectar
the duty of spproving uncontened applicalions.
In addition, we need lerritory mapf (o resalve
RTU expantion dispules which ceniinue to
ooccur.
Even though the propased options to shor-
ten the ceriification procedure are insdequate, it
is true that there are no longer numerous appli-
canis competing for one FCC License, There-
fore, the reason for requiring an FCC license
prior 10 submining a Commission application
no longer exists. We will revise Rule 18(0)1) 10
sllow simuhaneous filing of FCC and Commis-
sion applications, Before this proposed revision
may be adopted, we must publish notice of the
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revised nule in the Adminisuative Notice Regjs-
ter. After we publish the appropriste netice, we
intend 1o adop! the proposed tevision in s sec-
ond interim opinion. (Appendix E.)

However, under the revised nile, before we

grant autharity to operate an RTU, three condi-
tons must be met:

1. All amendments to an FOC spplica-
ton must be timely submitted to this Com-
mission;

2. The license issued by the FCC must
be for the same operations requested in the
Commission application; and,

3. The FCC license must be filed with
the Commission.

We will retain owr currens policy of making

an exception to liem 3 above when the FCC is
backlogged in mailing licenses but has pub-
lished notice of the issuance of a license, After
an applicant makes an adequate showing that
theste circumitances exist, we will grant
certification upon the condition that the FCC
license is filed al this Commission in a timely
manmer.
Since we have s0 few protesis 1o applics-
tons, interim avthority is varely nceded. In addi-
tion, our revisions o sllow simultancous filing
of FCC and Commission applications will
undoubtedly shorien the (otal spproval period.
However, should interim muthnrity be desired
pending » hearing, it cen be requesied under
existing procedures either in the application or
in a subsequent motion.

DRA’s snalysis of customer complaints
does not verify that move sirics regulstion of
RTUi existing the industry is wasvanied,

10. Expansion of Service Territory

f11) Currenily, Rule 1B(oX35), "Construc-
tion or Extension,” allows RTUs to expand their
sexvice territory without an application if the
propased expansion is "minor.” Ar extension of
servios territory is considered "minar” if it does
not overlap the radio Sexvice area of another
utility by more than (0% of cither utilily's radio
service wrea and does not provide subsiantial
coverge of additional major communities,

CALIFORNIA PUB. UTIL. COMM'N — 43 CPUC 2d D. 92-01-016

CACD reviews moposed expansions io
detamine whether they sre major or minor. If
the proposal meets the requirements be
classificd as “minor,” CACD advises the sppli-
cams 1o file nmhmumMM-
not be classified as minor, CACD advises lhe
spplicant W file an epplication for expansion
pursuani jo § 1001 and Rule 18(o)($)-

In this proceeding, the majority of the
Industry reprasenialives request relaxation of
ow oxpansion sequirements. They consider
thete rules Gme-consuming, costly and » hin-
&sce in 8 competitive environmenl. Sevenl
partios request that sistewide authority be aulo-
matically granted at to time of cerdification.

We do not believe thai cerification lo
operile in cme ares sulBciently jusGifies
certification b0 operate in another major or non-
contiguous ares. Cemainly, such an operstor
mlymeﬂulngopenllmnwidmudlb
quate onperiise and quafificstions to operale
othes facilities, However, adequate finsncing for
expanded operations is the minimum proiection
we can provide potenlisl customers to assure
the the expended operations are gelisble and
will provide sdequale scrvice st reasonable
yates. These criteria are central to our statutory
duties and are important segardless of the phase
of growth or development of & regulated indus-
try. We are also under an obligetion to sssure
thet expanded facilities do mot nepatively
impact the environmenl. Relaxalion of these
requirements in the manner parties ruggest
would prevent us from meeting our statutary
obligations. Therefore, we will retain the
present requirements for expansion of opera-
tions.

1]. RTU Tariffs

{521 RTUs are not subjeci to cost-of-
service regulation. We allow the price of RTU
services 10 be set by compeliion. However,
RTUs must file teriffs and rate schedules with
the Commission. In addition, GO 96-A requires
thal rate decreases may not be implemented
unti) 40 days after the new rute is filed. For
RTUs we have reduced this period 1o 30 days
50 that customers, competitors and CACD may
review the proposed rete and protesiers may file

oppoting comments, if desired. However, we
have retsined for RTUs the requirement that
rate increases be Gled.

11.1 Raie Decreases

Canicrs in this proceeding cornplnm that
the 30-day period for rsie decreases U unrea-
sonsble in a price-competilive industry. We
agree. DRA's study of the RTU industry shows
et RTU rates decreased 30-40% from 1984 to
1987. This study slso shaws thal the major
method of competing is by pricing RTU -
vices. Under such circumsiances, carriers "
W react more quickly (o a change in & compeb-
wrs' price, Carriens request that the notice
period for rate decreases be shortened 1o 13
days for paging services or 5 days for all l‘!‘U
services. Sevenal parties request that no tariffs
be required if raies fall within & pre-authorized
ate band.

We belleve the price competition upon
which the RTU industry is based justifics the
greatest mte sesting fexibility possible under
cegulstion. Howeves, the preiics fequesting pre-
authorized rate bands do not offer & rate band
proposal fos ow consideration. Therelore, we
will suthorize mie reduction flexibility for
RTUs similar to that of cellular Radiotelephone
recontly authorized. (Regulation of Cellulx
Radioiclephone Utiies (1990) 36 CPUC u
464, 492.) RTUs may file rate reductions effec-
tive on one day’s notice. These reductions will
be considered iemporaty lariffs effective on one
day's nolice, Absent s protest within the mdny
paiod.ﬂnlmwuymmofthzudﬂmll
sutomatically become permanent. If pmm.h
filed, the tariff will remain s temporsry tariff
umtil the protest is cither withdrawn or molv-:d
by the Commission. RTUs willl not be timiled in

the percentage of rate reduction they request. In
addition, & rate decrease meens that al rate le-
ments are reduced. Is does not include » net
decrease where same elements are mcreased
and others decreased. This procedure is not
available for other tariflf amendments. We
authorize the temporary tariff as an exceplion to
the requirements of GQ 96-A, pursuant 10 Sec-
tion XV, and direct the Executive Director to
include the applicable changes to GO 96-A.
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11.2 Rate Increases

Curently, we require 30 days’ notice and
Commission suthorization of RTU mie
increases in order for customers to recelve
natice, comment, or seck aliemnative providers.
The RTU industry is one where customers fre-
quenily change carviess. This process is called
“churn.” Although price increases are sure, it is
reasonsble to presume customers will seck
alternate providers if their carrier increases its
puices. Again, we seek ncressed flexibility for
RTUs. We view aur regulation of the Nondom-
Inant [nteschange Carviera (NDIEC) as snafo-
gous heve. We will adopt similar rules. In D91
12-013, we adopted & bifixcalion of increases
o major and minoy ones. This bifircation was
derived from the declsion in AT&T Commu-
nications of Cafifomia’s (ATAT-C) "READY-
LINE" proceeding (ID.90-1(-029 in Application
83.03-046). In D.90-11-029 the Commission
definied minor rate increases as followrn:

“The term ‘minor increases’ is undersioed 10
mesn an increase in rates which does not
increase AT&AT-C's Califomnia intrastate vey-
emues by mote than one percent (1%) and
which will nol increase rates for the affected
service by more than five percent (3%)."
(ATAT Conwm. of Calif. (1990) 38 CPUC 24
126, 146.)

As long as # rase increase filing is less than
both 1% of total California intrastale revenue
and 5% of the affected sexvice's rales, it will be
oomsidered » minor yate incrense. If a Gling on
any service ciceeds eithes parameter above, it
will be treated as & major increase.

When the RTU files & minor rate incresse,
it would be effective in § working days. If the
filing is mujor rate increass, then the presemt
Y0-day notice requirement will conlinue o
spply. Thia will allow the RTUs to respond
quickly to minor cost increases and to save the
cosl of notices for them, while protecting cus-
tomers from unnoticed major rate incresses.
The agreement also aflows the CACD and DRA
siaffs ime o review the more substantisl mte
increases if they should occur,

The texm “service” as in "affecied service™

discusied above should be the equivalent of
scparately [individually] tariffed services that
are offered 0 customers by the RTUs. The
bifurcation hss meri¢, and a five-day notice
requirement for minor rate increases is reasona-
ble. Accordingly, we will modify GO 96-A to
permit minor rate increases to become effective
on five working days’ notice. These reductions
will be consideyed temporary tariffs effective on
five days® notice, Absent 2 prolest within the
20-day period, the tempomay status of the tacift
will automatically become parmanent. I( a pro-
test is filed, the tariff will remain a temporary
tariff until the protest is either withdsawn or
resolved by the Commission. All rate incresses
exceeding the criteria of & minor increase will
ocantinue o requise a 30-day notice pexiod. We
direct the Enecutive Director o include the
changes (o GO 96-A in its next revision and
priniing.

113 Tariff Amendments

Radio Relay and Electropage request that
we eliminae the 1ariff requirement that updated
traramitter locations be filed immediately,
allowing the carrier to include them i its next
taniff filing. However, samended ranamitter Joca-
tions may have a fegative environmental
impact. It ix imporiant that we receive the
updated ransmitter locetion a3 soon as possible
o determine if the envimnmental impact has
changed. Therefore, we will relain this require-
ment.

11 4 Customer Deposit Clause

[13] In comparing RTU wriffs with those
of other telephone corparstions, we find no lan-
guige requiring an RTU to remuwn customes
deposits  when it disoonlinues operalions.
Discontinuing operations includes exiting the
industry and wansferming operating righls o a
thid party. Protection of customer deposits is
important in an industry with a high “chum"®
ate. Because sich a policy is reasonable and
requited of (elephone corporations, we will
require that RTU camiess amend tariffs o
include the seme policy on customer deposits.

2
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12, Agall;

In this proceeding, we azked commenters
whether additional regulation is required 10 gov-
em agents in the RTU industry. Celluler RescB-
ers Assaciation, Inc. (CRA) responded in Jetail.
CRA distinguisties s paging sgent from a cellu-
lar agent or reseller. CRA asseris thal cellulx
resellers are certificated by the Commission.
Therefare, they have their own tarifls and are
the only competing non-{acilities based entities.
Paging agents, on the other hand, operate for
nuomerous Iecilities-basod carziers using the tar-
iffs of e overlying carrier. Thezefore, paging
agens do not sel setail rates, o5 do celhular
vesellers. CRA recommends ihat the Commis-
sion should assure that paging sgents abide by
the teems end conditions of their comtractual
agreements and use the proper lasiff rates, those
of the overlying carrier.

Pacific msests that RTU agenis conduct
sales, adminirtrative funciions, and customer
functions under individual contracts as the
cammier's sepresenistive and are therefore
govemned by the same regulations as the carrier.
However, cellufar resellers offer sevice undar
terms and oconditions independent of those
estsblithed by its facilities-based provider;
therefore, specific regulation of both the cellular
seseller and the facilities-based provider is
needed, in Pacific’s opinion.

Rudio Relay, Blectropage, Pacific, and
American saw no need for sdditional reguistion
of RTU sgents. Mewomedis and Dodge believe
problems beiween sn RTU and its agent are
caused by insdequate contract language. DRA
odds that "dghter™ contracts between these par-
ties will prevenl most problems and the lermns
and conditions are best leflt 10 the coniracting
paxtics. Numerous parties recommend thas these
disputes oontinue 10 be resolved by civil courts.

Allicd gives an exemple of & recuming
groblem between agent and carrier which it
belicves regulation should resolve. When an
agent defauls on paying ils bill, the agency
contract swates that he or she must retumn the
customer list 1o the carrier. Agents often do not
comply with this contract requirement and car-
viers hesitate to \erminste the sexvice of custom-
ers who have already pald theis bill to the agent.

23

Allied comments that these cases lake an urres-
sonable amoun of time o cencluds i civil
court and ofien do not result in sppropriste
reliel. Allied requests that these disputes be
resolved under he Commission complsint pro-
cedure az a billing dispute or non-payment of 2
bill and that carriers be authorized to notify cus-
tomexs that their sarvice is in jeopardy.

12.1 Discussion

[14] The decision to engage an sagemt is
onc made by an RTU. Generally, under such
circumsiances, the rights and responsibilities of
the parties are governed by an exccuted agree-
menl, Paties responding o RTUfsgent prob-
lems point ouwt thet many disputes can be
avoided by more plenxry exccuted agreements
and thal these disputes shouid remain undey the
jurisdiction of civil couris, We agree. However,
we will also formalize ow opinion that the
agent sieps into the shoes of the RTU and
srequire RTUs entering into sgency agreements
1o include a clause explaining this responsibitity
and requiring that sgents observe all Commis-
sion regulations goveming the RTU. We alzo
will cequire that the RTU maintain the rign to
direcily conlact cusiomens to notify them of bil)
disputes and the potensial consequences. The
customers, even under the operation of an
sgency agreement, are the customers of the
overlying carrier,

13. Predatory Pricing

Allcity Paging (Alkcity) recommends that
the Commission play » more active role in pol-
icing unauthorized raies. Alicity afleges tha
many RTUs assess unauthorized rates, such as
discount rales, well below their wariff rates. In
Allcity's opinion this unsupervised practice
poscs & sezious treal 1o the long-term health of
the induswry and (o the ralepayer, Allcity
belicves that the purpose of discounting rates is
to foroe u carvier out of the masket, giving well-
financed carriers domination of the industry snd
the opportunity to mise prices. Allcity cites the
nirline industry to lltusiraie this cocurrence, and
it requests enforcement of existing tariff rates
and an increased vigilance of predatory pricing
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by the Commission,

Several other parties make allegations of
angi-competitive pricing and behavior by LECs
who provide RTU service. We direct parties
alleging anti-competitive behavior o7 use of
unauthorized rates to continue 1o participate in
formal complaini proceedings and
Conunission-initisted RTU investiguions, w3
they have in the past. We do not conclude that
any sdditionsl procedures are needad.

14, Cross-subsidies

{15) Pacific and GTEC contend ihat exisi-
ing stnucture) snd accounting saleguards for
LECs prevert a cross-subsidy of RTU and other
monopoly services. However, Pacific suggests
that it needs improved sccounting procedures
for shared wireline and RTU [acilities.

Willard Dodge suggests that Pacific's RTU
subsidiary bo moved w Pucific Telesis. He
siatcs [hat Contel has made adequale provisions
for croas-subasidies and thal Citizens alresdy has
& separate sobsidiary for RTU service.

DRA contends that in dual operations, an
LEC may share expenses with sn affilinted
RTU. DRA finds that, in addition o general
administration and overheod, repair and mainte-
nanoe cxpenses are shared. In its smdy of
cross-subsidies, DRA did not have enough
information o determine whether there was
crogs-subsidization between an LEC and an
affiisted RTU. Nor could DRA determine
whether an LEC and ap affiliated RTU opera-
tion are physically separable. DRA recom-
mends  that  wiseline compenies  esimblish
actounting procedures to scparate an affiliated
RTU and develop & uniform accounting system
that produces a fully distributed profit and loss
sialement with separate accountability of essets,
DRA recommends that wireline companies
seport this information monthly to the Commis-
sion. DRA recommends that RTU sexvices for
wireline companies remain “above the line” or
included within the cegulated cevenue require-
ment until the Commission investigaies the
issue of physically sepasating an LEC and its
RTU affiliate,

DRA’s secommendation to separate RTU
and LEC operations for accounting purposes is

A

reasonable in 8 competitive environment where
LECs have affilites which compete for
radiotelcphone customens. This policy becomes
increasingly important as we allow more flexi-
ble pricing and reduced segulation in the cam-
petitive RTU industry. We will adopt DRA's
sccouwting tecommendation and address in the
flwre the issue of physical separation of LEC
and RTU opesations.

15. Consolidation

In genexal, luge RTUs do not cansider
consolidation a threat, whife the smalley RTUs
are concerned thal Regional BOCs will consoli-
dste further, making it impossible for smaller
firms to compele.

Pacific asseris that cansolidation is s
healthy ransformation of a highly fragmenied,
inefficient and unsophisticated industry imto a
more custormer-focused, efficient, and highly
competitive indusry capable of serving all
needs for mobility. In Pacific’s opinion, consali-
dation provides the momenium 0 expand the
market and dexcgulation would not affect con-
solidation.

GTEC believes that oonsolidation presents
some potential entry problems. It notes tha
emall carriers have banded together to enforce
regulation and enthance their negoliating power
with LECs. However, as the industry becomes
more competitive, GTEC believes that larger
RTUs using Type 2A inlesconnection will make
entry and competition more difficult for small
carviers due lo the cost-effectiveness of larger
networks, GTEC contends thal regulation may
equulize this effect

AAlent belleves that consolidation within
the paging industry will continue. However,
AAlext believes there will always be #t feast five
competitors in each market yince subsidiaries of
BOCsx are nol likely 10 be further consolidated.

Mr. Dodge does not consider consolidation
o be a potential probiem, since mosi of amac-
tive sequisitions have slready been made, in his
opinion,

DRA performed two separate analyses of
market concentration, the Herfindsh! index and
the cancentration ratio.”” Based wmpon these
measurements, DRA finds no sdverse effects of
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consolidation. Thevefore, DRA reports no
sdvenie effect on the RTU indusry due 1o
consolidation,

DRA’s review of RTU industry concentra-
lion was performed four years ago. The industry
hss continued to grow and evolve since then,
Thevefore, mother review of market concentra-
tion is reasonable to assure ths DRA's conchy-
sions are siill valid. Accordingly, we will order
DRA ® report on the recent impact of consoli-
dation, if any.

16, Customer Complainss

|16} Pxcific Bell, AAlent and DRA recom-
mend discontinuing regulatory oversight of cus-
tomez complaints because they are few, Pacific
belicves thal competitive forces are beater than
segulstion in mandating solutions to complaints
of limited coverage ares, poor coverage, and
poor service. DRA recommends that customers
file complainis in clvil courts and other consu-
mex agencies bat that CACD continue to over-
scx intercatvier disputes under § 766.

Allcity, Alfied, Dodge, Mobilecumm, wnd
Radio Call Corporation (Radio Call) believe
Commission aversight of complaints should be
maintained.

We desire (0 maintain 8 mechanism at this
Commission for customess to complain about
RTU operations and for cestiers to resofve dis-
putes, especially during this period of intense
oompetition, expansion and growth. Customer
complainis are » means of monitoring service
quality, and W some degree, the adequacy of
Commission regulstion. Customer complints
involving technical requesis, such as requesis
for more extensive sesvice areas or betier reoep-
tion within the existing service ares, are best
tesolved by the Commisston rather thag a clvil
court inexperienced in RTU tectmology.

17.CEQA Compliance

The overwhelming majority of com-
menters recommend that the Commission setsin
its role as the lead agency for RTU complisnce
with CEQA requirements. DRA is the only
paty who recommends that this role be
transferred to Yocal sgencies, However, DRA’'s

recommendation is tied to ils overall position
that the RTU industry should be desegulated,

Several commenters recomt problems,
confusion, delay and excessive cost in oblain-
ing environmeral review from local agencies.
We are persueded thal the Commission applics-
tion proceeding creates fess confusion, cost and
delay, especially since we herein suthorize
simultancous Commission and FCC applice-
tions. Accordingly, we sgree that this Commis-
sion should retain its lead role in CEQA compli-
ance for RTUs,

Several commenters requesi a categorical
excmption from the curent Rule 17.) ef seq.,
owr rules goveming environmental revisw, for
consyuction an caisting (owers or amienna
farms. These commenters believe that such
canstruction rarely resulis in s significant envi-
ronmental impact. They request that more elab-
orale compliance be required in the Intter case
anly.

A categorical exemplion from CEQA com-
pliance is solely within the discreation of the
Secretary of the Resources Agency. (Pub. Rer.
Code § 21084(a).) A public agency, such as the
Comunission, may request an exemption for 2
specific calegory of projects, (Pub. Res. Code §
21086.) However, cumvenily the Secratary of the
Resources Agency has granted exemptions only
for repair and replecement projects end for
modern extensions of existing utility facilites.
(Rue 17.1(h)) Thus, the carent Resources
Agency policy is clestly not 10 exempt new
projecis. Nor are we zble 0 clexsly define the
new RTU comstructon on existing struchures
with no adverze environmental impact from the
mre new RTU construction on enisling struc-
tures which may significantly affect the eavi-
ronment and requite environmental review,
Therefore, we canmot propose that all new RTU
facilities placed on existing structures be cate-
gorically exempted from CEQA review.

Findings of Fact

1. DRA roommends the same goals (or
RTUs &s other telephone corporations: univer-
sal service, economic efficiency of pricing and
production, encoursgement of technological
advancement, Gnancial and rete stability, full

25
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utilization of the local eachmnge network,
svoidance of cross-subsidica or anticompetitive
behavior, and inexpensive and  efficient
regulation,

2. Other parties recommend goals of: equal
regulation of wireline and non-wireline RTU
providers, facilitating the best use for the lim-
ited sadio frequency specira, and equitable
terma for the interconneciion of an RTU to the
LEC.

3, Partics dispuie whether the goal of uni-
versal sexvioce is applicable to RTU sexvice,
specifically Iwo-way mobile service, in rural
sreas. Some parties considey such service dis-
cretionary, while others consider il basic
exchange service in mess where the tervain pre-
vents traditional wireline tefephone installation,

4. Pausties do not provide the number of
rural cusiomers who rely solely on two-way
mobile service in each service territory.,

S. In 1988 the FCC allocsted additional
mdio chanmels 10 be used in rural areas under s
program called BETRS.

6. In 1988 the FOC granted licenses for
cellular sezvice in Califomis’s 12 RSAs. Pres-
enily, all 12 RSAs have at least one facility-
based carrier providing cellular telephone sex-
vice.

7. New ndiotclephone sevice options
may currenily exist in rural aress which are not
addressed in this proceeding. These new servioe
options may impact the question of whether
RTU service is essentiel or discredonary and
the type of regulation appvopriate for RTUs in
rural arcas,

8. The Commission does not require oceltu-
lar operations to meet the goal of universal ser-
vice. '

9. The Commission neads further informs-
don sbout customers and the progress of new
nadiotelephone options in niral aress o detey-
mine whether two-way mobile acxvice in rural
arcas is essential or discretionary and the type
of regulation which may be appropriate,

10. Tt is reasonable to require each RTU 1o
report the number of rural cuslomers in its sex-
vice ares who rely solely on two-way mabile
sexvice for telecommunication and to allow par-
ties o provide comments on this issve in further
proceedings under this docket.

26

i1. We find reasonable the goals recom-
mended by DRA, except universal service,
because they are normal goals for telephone
corporationa,

12. We find reasonable the goal of equal
regulation of wireline and non-wireline provid-
ers and facilitating the best use for frequency
spectra but parties do not make specific recom-
mendations o achieve these goals.

13. We find reasonable the goal of equita-
ble tezms for interconmection of an RTU to the
LEC because interconneclion is required io
offes RTU service,

14. DRA stadied these factors in the com-
petitive environment for the peviad 1984-1987:
number of carriers, independence of camiers,
sevenurs, number of customers, number of
competing carriers within same areas, basis of
competition, price of services, quality of ser-
vice, and masket shares of carriers,

15. With the exception of the number of
compeling carriers within the same arcas, the
focis presenied in DRA’s study are not disputed
by other parties in the proceeding.

16. The RTU industry has grown from 40
o 91 cerntificated carriers from 1984 w 1987.
Custently, there are 97 certificated RTUs.

17. During 1984-1987 the number of pag-
ing customers increased 73%, paging umits
increased 80%, and total paging revenies rose
33%. At the same time, two-way mohile service
declined 4% and now represents 10% of wial
RTU services. Paging services represent 90%.

18. Forty RTUs are opermed by companies
holding mare than one certificate and 33 were
independeruly owned during 1984-1987.

19, During 1984-1987 the largess RTUs
were iwo LECs and three BOC affiliates. There
were seven medium-sized fioms and over 50
small Gsms. Twemy-four firms were inactive,

20. During 1984-1987 the largest RTU
firms eamed 65% of wotal paging revenues, the
medium-sized firms 2-8%, and the small fiems
33-39%. Small firms alzo exwrned 40% of two-
way mabile service revenues,

2(. During 1984-1987 there was one
ocounty in Califomia with no RTU service and
four countics with only one RTU. Howevey, in
the remaining counties iwo o five independent
firms campeted,
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22. Price is the prime means of competing.
As 8 result, RTU sstes have been reduced 30-
40% kom 1984-1987.

20, Quality of service is the second
method of competidon. In order o assess the
quality of service, DRA reviewed the number of
customer compluints. During 1985-1987 cus-
tomer sexvice compluinta decreased from 13 1o
2 and customer billing 13 decreased
from 49 to 12. Technica) advances in radiotele-
phone tansmission and reception thave
improved service. Therefore, DRA reports that
RTU service quality is good in urban sress.

24. Using the Herfindshl index and con-
centration ratio, DRA finds very low levels of
concentrated market powez. In these methods of
market measurement, DRA counts  affiliated
finms as ane company. The resulting concentrs-
tion levels are comparable to those of the soap
und food industries,

25. DRA's market study docs oot evaluaic
sub-markets within the siate or the impact of
statewide certification on market concentration.

26. PacTel presents the results of applying
the H-index and concentration ratios 1o the met-
ropolitan RTU markets in Sen Francisoo, San
Diego, Fresno and Los Angeles. These resulls
also show low levels of markes concentration.

27. It is veasonshle to conclode that the
RTU ndusuy is highly competitive and thot
comsolidastion had not sdversely affecied the
industry during the period 1984 10 1987.

28. The record in ihis proceeding indicales
thal the RTU industry continues to grow and
consolidate. In additon, numerous sislewide
nelworks have been cextified since 1987. There-
fore, i is reasomable to updste DRA's market
study 10 verify that the conclusions in its
1984-87 mmker study ere still velid. The
updsied markel concentration study will be
more complete if it includes an evalustion of
known sub-markets, such as melrapolitan aress,
and considers the impacy, if any, of certified
staiewide RTU operations since 1987,

29. The order instituting rulemaking indi-
cates o plenary review of all RTU regulation is
intended in this proceeding and specifically

requests comments on the "bottleneck” monop-
oly issve. All RTUs and LECs received notice
of this wulemaking and were pgiven an

opportunity o comment on this issuc. This
issue is identified by commeniers as one of the
major problems in the industry, Therefore, il is
appropriate o resolve this issue in this proceed-
ing

30. RTUs offer paging and two-way
mobile \elephone service uting radio-operated
sysiems intesoomnected to an LEC wireline net-
work. LECs provide Type 1 or Type 2 intercon-
nection facilities for RTUs.

31. On a staiewide average basis, Type 2
inlesconnection is & more efficient use of the
public switched telcphone network becsuse it
eliminaes the need for connection to numesous
end offices and the designation of a block of
telephone numbers o sccompany esch end
office.

32, Imterconnection with the public
switched lelephone network it vital o the
RTU’s existence. The terms, conditions, and
rates of interconneciion are vital to the competi-
tiveness of an RTU.

3. Interconnection is a "boudeneck”
momopoly because i\ is provided solely by an
LEC, which may also be affilisted with sn RTU
competitor. Because of this dual role of sn LEC,
an RTU is placed in an inhevently unequal bes-
gaining position in negotisting intesconnection
arvangements with such an LEC.

34, Thae i3 inconclusive evidence to
determine if, in fact, anti-competitive behavior
or discriminsiory, preferential and unreasonable
interconnect vates exist in the RTU indusery
parily beceuse inicrcompany agreemenis are
not required to be cost-jusiified. In addition, the
pricing of interoonneciion services and facililies
may vary among the LECs and among the
RTUs interconnecied with the same LEC.

35. Because of the monupaly provision of
service by an LEC, DRA recommends that par-
ties be required lo megotiate inlercommection
sgreements in “good faith” and that an LEC be
required to provide {merconnection within 6
months. Numeroue cther partics agree with this
recommendation,

36. Existing Commission regulation of
interconnection gives an LEC the discietion to
make available specific types of RTU intercon-
nection within a ime peviod and al rates, leyms,
and condliions delermined by the LEC,

27
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37. A "good faith” bargaining requirement
will nol change the inherent competitive disad-
vanisge of an RTU negotialing interconnection
with an LEC who may be affiliated with a com-
peting RTU.

38. Requiring all tcrms, conditioma and
rutes for interconnection W be plsced in ¢ tariff
will minimize the RTU interoonnection bargain-
ing dissdventage and the possibility of anii-
campetitive, discriminatory or preferential
behavior by an LEC affiliated with i RTU.

39. Negotiating individual interconneciion
agreements s time-comsuming and cosdy.
Establishing separate 1ariffs with afl teema, con-
ditions and rates for RTU interconnection will
the time and cost of negotisting indi-
vidual RTU intercompany sgreements.

40. It is reasonable that all terms tariffed or
noniariffed currenily under contract in an infter-
comneclion sgreement between sn RTVU and
LEC will be part of the LEC's filed RTU inter-
conmection lariff,

41. Requiring all interconnection terms
currently under contract between an RTU and
an LEC w be offered on an unbundled basis in
the ariff assures that en RTU does not have to
purchase, as & result of bundling, elements they
do nol require.

42, The intexconnection tarill is a feature
of a local exchange company’s monopoly pot-
tion of the franchise and therefore is a Category
! service for those companies under the new
1cgulatory framework regulation estsblished in
D.89-10-031.

43. A wriffed prioe for interconnection
based on direct embedded cost is consistent
with the Commission's move oward cost-

based rates for Califormis vlilities and is a rea-
sonshle brsis for pricing the service,

—> 44, i is reasonshle and expeditous to
schedule time for parties to review the LEC's
filed costs and cost methodology once the
application is filed with the Cormmission either
via a workshop or via writlen filed comments.

45. It is reasonable to enpect that any
request made for & new service feahure sssocl-
ated with interconnection afler a wriff s in
place will be examined as pmt of the
Commission’s forthcoming Open Network
Aschitecture rulemaking.
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46. LECs are the sole providers of inla-
oonsnieclion to the public switched neiwork for
uncertified private vadio carriess who have no
notice of this proceeding. Jt is reasonable 10

- inguire whethes the proposed RTU interconnec-

tion wriffs hezein ordered are applicable 1o pri-
vate radio carziers. (i is reasonable 1o allow pri-
vite radio carviers and parties in this proceeding
0 comment on this issue in further proceedings
under this docket,

47. Cellul companies interested in using
this tariff may file a petition o modify D.90-
06-025 which esteblished the tariffs which gov-
em cellulsr service, or may await modification
10 inleroonnection tariffs which may result from
the Commission’s forthcoming open network
architecture rulemeking,

48, Small local exchange companies may
have Liule or no need for interconnection tariffs,
and it is reasonable to permit such compenies to
concur with GTEC's or Pacific’s filed tarills
consistent with procedures adoped for 900
access tarifls.

49. We require RTUs 1 oblain an FCC
license prior to submiuing an application for
certification et this Commission. We established
this requirement to avoid certain administrative
budens when FCC applicants were required to
compete for a ficense, However, these circom-
stances no Jonger exist.

50. The time required to complele separale
FCC and Commission certification is unreason-
ably lengthy.

51. Since the FCC no longer requires an
RTU to compete for a lcense, it is reasonable 1o
allow patential RTUs o simultaneously submit
epplications to the FCC and this Commission.

52. Cunrent regulstion allows en RTU o
apply for statewide cextification provided it has
stslewide FCC licenses. Parties request auto-
mstic slatewide cextification besed upon exist-
ing successul operations in one or mare service
temitories. However, certification to operate in
one or more mreas does not address whether
adequate financing or absence of environmental
impacl exists 0 operate in snother roajor or
non-contiguous afea or 1o operate slatewide,
The statutory requirements of adequate, relishle
sexvice mandate that exisiing regulation of
cxpension remain. - ‘

7

P —

CALIFORNIA PUB. UTIL. COMM'N—43CPUC2d  D.92-01-016

$3. Because price competition has resulied
in significamt decreases in RTU retes ffom
198487 and price is the primary method of
competing, it is reasonable o allow RTUs the
greatest regulatory flexibility in reducing rates
1o meet the price of 4 competitor. Therefore,
yelaxing the notice period for rmie coductions 1o
one day is reasonable.

54. RTU customen often respond to ate
increases by changing carriers.

§S. It is seasonsble W bifizcale RTU male
increnses into major and minos oxes.

56. The term “minor increases™ is under-
siood 10 mesn an increase in rates which does
not increase intrastate revenues by more than
one percet and which will not increase rates
for the affectod RTU sexvice by more than five

L

$7. i is reasonsble w affow RTUs to file
advice letters proposing minoy increases 1o be
effective in five working daya.

58, It is reasonable to continve the 30-day
notice requirernent for major rate increases,

$9. RTU tariffs do not conlsin & clause
regading the disposition of » customer’s
depoasit if an RTU exits the industry or ransfers
its operation 1o another caier. This clause is
standard for other telephone corporations and is
reasonsble 1o require in RTU tarills,

60. RTU agents opersie under the same
terms, conditions and vates as the overlying
RTU.

61. RTU sgents must assume all regulatory
duties of the overlying RTU. It is reasonable 10
sequire RTUs eniering into spency agreements
1o include a clause atesting lo this assumption
of duties. In apile of any agency agreement, it is
reasonable for an overlying cxrrier (o retain the
sight to notify its customess of & bill dispute by
the agent and the possible consequences of
discommection should the bill remain unpaid.

62. The solution lo many disputes between
m RTU and its agem is 10 drafl more specific
conlrscts.

63. Cumrent procedures of formal com-
plainis and special carrier investigations for far-
iff violalions are adequate Lo address sllegations
of anti-competitive behavior.

64, Pacific agrees thal accounting proce-
dures for shared witetine and RTU facilitics are

avallsble and huve been adopted. Other LECs
thave sdopted similar accounting practices.

65. DRA is unsble to ascemain if LECs
croas-subsidive their RTU operations. .

66. DRA's recommendution that LECs
establish accomting procedures to scparaie an
affifisted RTU and develop a uniform sccouni-
g systzm tht produces a fully disaibuted
profit and loss salement with sccounlabitity of
assels is ceasonable.

67. Further investigation of the physicel
sepanation of an LEC and its RTU affliate ia
needed, It is reasonable for RTU services of
LECs to remain within the regulsted revenue
requirement uniil this kssue is resalved.

€8. Customer complaints regarding techni-
cal issues, such as service arca coverige, are
best resolvad by this Commission rather than &
civil cowl. Customey complaints may be used
to gauge the quality of service and reasonable-
ness of rates within the RTU industiry.

Conclusions of Law

1, The change in the division of RTU ser-
vices to 90% paging and 10% (wo-way mobile
telephone is not sufficient to warrant a conclu-
sion that there is no longer & public interest o
Justify regulating RTUs and does not justify
reinvestigating the status of the RTU.

2. The dispute aver intezconnection teoma,
conditions snd rates justifies contiming regula-
ton of RTUs.

3. PU Code § § 489 and 495 mandste that
RTUs file tariffs and rate schedules for sezvices
provided.

4. Tariffs containing all lerms, conditions
and vates for RTU intexconnection should be
filed by each LEC.

5. Tesi(f prices should be based on direct
embedded costs.

6. Paties should comment on the LEC's
proposed costs and cost methodology either
through wrilten comments or in s warkshop.

7. Puties requesting additdonal intercon-
nection features after the filed 1asifT is approved
by the Commission should make their requests
as pant of the forthcoming ONA ruternaking.

8. LEC wriffs should be unbundled so thal
RTUs do not have o purchaze, as a result of

29
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N
8 bundling, elements that they do nol require.

. 9. All terms ariffed and nontariffed cur-
rently pari of an LEC"s coniract for RTU inter-
conneciion should be included in the Giled tarifT,

&, which should caver provisions for Type 1 and
CO Type 2 interconneaction.
10. The interoonnect tarill should he s Cat-
£5 egory I service far LECs urder the NRF,
@ 11. Clauses oconisined in intercompany
S agreamionts prohibiting an RTU from protesiing
V) wi!fsufumeadhlhclymummnppll
cable 10 the order in this proceeding requiring
proposed tarifls o be filed.
12. LECs should be ordesed to provide a
copy of this intexim order 1o privaie radio cwr-
fiers cumvently interconnected with the LEC net-
work.
13. This proceeding shouid be held open
1o receive cammenis on the issues of basic sex-
vice in wrural aress, separaic accommling for
RTUs sffilisted with LECs and current maskst
concentration.
> 14, The proposed Rule 18(a)1) should be
Dﬁ lorwarded to the OAL pursuant to spplicsble
0: Government Code Sections and should be
— ubpud sfter those procedures are followed.
- 15. Cumment requirements in PU Code §
g 1001 sand Rule (8 for expansion of RTU facili-
_] ties of operation should be retalned.
B 16. RTUs should be suthorized o file
J:mdlmMuctlomonomdaylnnﬁeeml
= minos increases on 3 working days’ notice.
o) This suthorizetion should be reflected in the
& next revision and printing of GO 96-A.
17. The 30-day notice period for major sate
increases wd immediale iling of updased tram-
mitieg locations should be relained,
18. RTU wriffs, unlike other telephone
corporations, do not contain & clause sddressing
\0 the disposition of cusiomer deposits when an

T RTU discontinues opemiom A cwsomer
N N deposit rule is clandard in the tariffs of tele-
phone corporetions.

19. Civil courts may award relief in agency
disputes that are uol available to be awarded by
this Commission.

20. RTU agency sgreements should con-
win s clause specifying that an agent assumes
the obligation of the overlying cammier to comply
with ail Commission segulstions and the tarift

0CT-28-1995

Glings of the overlying RTU. The agency con-
tract should contein a cleuse suthorizing the
overlying carmier to directly oontact customers
under circumstances of a bill dispule by the
sgent

21, The Commission should remain the
lead agency for detamining RTU compliance
with the California Environmental Quality Act.

22, LECs should be required to propose
accounting procedures to form s separate sub-
sidiary for RTU facilities and expenses, Sepa-
rale subsidiaries should be included within the
regulated revemie requirement until the issue of
physically separating an RTU sffiliated with an
LEC is 1esnlved by the Commission.

23, Customers should continve w be
auhorized o file at the Commission informal
and formal complaints againsi sn RTU.

24. This order shouid be effactive wday to
implement these changes to the Radiotelephone
Utility indusiry,

INTERIM ORDER

IT 1S ORDERED that:

1. The General Order (GO) 96-A require-
ment for 30 days’ notice of radiotelephone utli-
ties (RTU) 1ate decreases is reduced to 1 day for
rate reductions with the filing of an appropriste
advice lkiter. The requirement for minor
increase is reduced to 5 days. The advice lener
shall indicate sn approved fomn of cmstomer
notice. No other 1ariff amendments are autho-
trized o be filed in e reduclion or minor
increass edvice leners,

2. Notice of the propesed revision to Rule
18(oX1), as set forth in Appendix B to this deci-
sion, shall be wansmined 1 the Office of
Administrative Law for publication in the
Administrative Notice Register, Any interested
paty may file further comments on this pro-
posed revision with the Commission Docket
Office within 60 days sfter the effective date of
this order. Comments shall be served on the
other parties to this proceeding.

3. Wiihin 45 days afier the effective date
of this ordez, cach RTU shali amend iits existing
sexvice 1ariff to include two policies:

. retuming customer deposits when the
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RTU disoontinues operation; and

b. requiring en agent 1o sbide by all gov-
eming Commission regulation and the RTU's
seavice iff and reusining the right 1o
direcily communicate with all customers,

4. Within 90 days afiey the efective dale
of this order, each RTU and LEC offering two-
way mobile servioe shall subwi) to DRA:

. The wotal number (or refishle eslimate
of the total number) of rural and marine cus-
lomers within the service texritory;

b. The number of customers who use
two-way mobile service instead of universal
service;

¢. The options available to sural custom-
ers for obtaining sexrvices simitar in quality
and prioe to Iwo-way mobile sevice.

Comments on the issues of cument service
oplions in rural aress, whether two-way mobile
service is essential or discretionary, and the
appropriate segulstion in rural areas shall be
filed as described in Ovdering Paragraphs 8 and
9 below.

S. Within 120 days after the effeciive date
of this order, each LEC shall mail ¢ sll pmties
moposed accounting pracedures (o scpavale an
affiited RTU and develop & uniform scooun-
ing system thal prodnces a fully distributed
profit and loss stalement with scparsie account-
ability of assets. LECs shall commend on the
issue of physical separation of the LEC and ils
RTU aperations. “Comments shall be filed as
described in Ordering Paragraphs 8 and 9
below. RTU servioces offered by LECs shall be
included within the segulaled rovenue sequire-
ment until the issue of physical separation is
resotved by the Commission.

6. Within 180 days after the effective date
of this order, DRA shall file and serve ench
party in this proceeding an updated market con-
centration study es discussed in this decision,
Commenis on the updated saidy shall be filed
28 described in Ordering Parsgraphs 8 and 9
below.

7. Comments on the issues discussed in
Ordesing Paragraphs 4, 5, and 6 above shall be
filed in the Commission Docket Office located

in San Francisco or Los Angeles within 20 daya
after [he market atudy discussed in Ordering
Paragraph 6 is mailed.

8. Commenis required in this order must
contain a certificate of service to parties Bisted in
Appendix D attached to this order and be filed
in complisnoe with Rule 435 of the
Commission's Rules of Practice and Procedure.

9. Within 150 deyx aRer the effecive date
of this arder, each LEC offering RTU intercon-
nection services shall file an advice lener pro-
posing a (ariff for RTU imterconnection sexr-
vices, facilities, terms, conditions and rates.
These wsiffs shall include all terms tariffed and
nontarififed currenily under coniwact between an
RTVU and the LEC for interoonmection. The tas-
iff rate elements shall be unbundled, lariff rates
shall be based on direct embedded cost, and tar-
iffs filed by local exchange companies which
are govemed by the new regulalory framework
shall be Category 1 services, The proposod tar-
ilFs shall be applicable 1o reguleted RTUs and
shall be used by RTUs only o provide RTU
service. Esch LEC providing RTU services
shall mail a copy of this decision and & copy of
the application proposing an RTU interconniec-
tion tariff © each uncertified privete radio car-
rier currently mterconnected with the LEC and
any mown intcrested pariies. The certificate of
service for the interconnection spplication musl
verify that these partics heve been served a
copy of this decision and the spplication. Pri-
vaie radlo curiers desiring to participste in the
application proceeding involving the proposed
RTU tariff shall do 20 as proscribed by spplica-
ble Rules of Pyactice and Procedure. Protests to
the proposed iariffs will be socepted in Lhe
interconnection application procecding.

10. The Breculive Director, in coordina.
tion with the Administrative Law Judge Divi-
sion, should transmit & copy of this arder o the
Office of Administrative Law in sccordance
with the appliceb}e provisions of the Govem-
ment Code. Thereafter, we inlend 10 adop) the
revised Rule 18(0) (1) in Appendix E.

1. The Executve Director is directed to
include the appliceble chinges o GO 96-A
from the narrative, findings in fact, and conclu-
sions of law of this order as applicable to the
RTU industry in the next revision and prinsing

3
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of GO 96-A.

This order ix cflective today.

Dated Isnuary 10, 1992, at San Fraowcisco,
California.

DANIEL Wm. FESSLER
President

JOHN B. OHANIAN
PATRICIA M. ECKERT
NORMAN D. SHUMWAY
Commissioners

APPENDIX A
ORDER INSTITUTING RULEMAKING
Purpose of Investigation

The Commission has an intevest in the sla-
ws of the radiotelephone industry and the
appropristeness of ow present reguintory
scheme. This rulemsking focuses on paging and
conveniional two-way radio services.

History of CPUC Regulation of Radiotelephone
Utilities

The Califomnis Public Utilities Commis-
sion hss regulated radiotelephone utilities
(RTUa) since 1961. The CPUC first excrcised
its jurisdiction in Decision 62156 (1961) 58
CPUC 756.

This Commission considered deregniation
of RTUs in 1977 in Cuse No. 10210, which
vemulied in no substaniive changes in vegulatory
policy toward RTUs. In its Order Instituting
Investigation (OI), the Commission cited &
number of “changed circumsianoces” that
prompied it to re-examine the need for regula-
tion of e industry. The Ol stated that many
more frequencies had become svailable for
RTUs' use. ond that customers could choose
between RTUs, landline companies” radio ser-
vices, nonutility shared repealers, or a
customer-owned system. The Commission
believed that the RTUs, and the Commission
incumred wemendous costs in canlesting matters
before the FCC. The OI1 also suggested that
many Chalifomnia RTUs were only corporate
shells, which obtained common carie

frequenicies and then comducted most of their
utility opeyasions through nonutility sffifiates or
agents, cnabling RTUs 1o aveid CPUC regula-
tion. Finally, the Commission believed that
deregulation might be appropriate because the
Commission’s work conzisted primerily of gro-
wecting existing RTU service areas and of medi-
sting the internecine baitles of the radiotele-
phone indusiry.

Only two pasties to the OU advocated any
form of deregulaion: the Californin Mobile
Radio Association and the National Association
of Business and Educationa) Radio. The staff,
the overwhelming majority of the RTU industry,
and the wireline utilities strongly supported
continued regulation.

In Decision (D.) 88513 (1978) 38 CPUC
461, the Commission found that the Public Us!-
ities Code required the Commissian 1o regulate
radiotelephone utilities and wireline telephone
companies with respect o their providing two-
way adio and one-way paging sexvices o the
public. The decision also stated that the Com-
mission had no euthority 1o regulate the opers-
tions of private mobile ndic cammunications
lloensees. The only change in the stams quo
effectad by DB8S1I was the revision of service
urea maps undey a uniform method of measute-
meni described in the Carey Report (FCC Rules
22.504); this action wes imtended to veduce
cosly and wasteful litigation before the Com-
mission.

In 1983, the Commission issued D.83-08.
059 as a result of another Ofl. This OIl was &
response 1o the FCC's decision to increase the
number of frequencies available for paging
operstions. This decision revised Rule 18(0) to
make il more difficult for an existing carvier 1o
Oppose new entrants or to block the expansion
plans of a competitor, Since then, most
certification procedures have been perfunciory,

and territories that were previously scrved by
only one RTU may now be served by sevezal.

In the emly 1980s, a Commission resolu-
tion revised the CPUC regulatary funding sur-
charged on RTUs w make if more contistent
with the surcharge on tnore conventional ser-
vices. This surchasge now applies to RTUs the
standard percentage of interstate revenues used
for surcharging basic scrvices.

2

|

CALIFORNIA PUB, UTIL.
The Ndsure of Radiotelephone Services

The RTU indusiry offers iwo major types
of sexvices: two-way radio service and paging
(which is vsually one-way but may be two-
way). Both RTUs and private mobile radio pro-
viders may be connected to the public switched
nelwork; the only distinction is thet RTUs offier
services to the general public,

Conventional two-way radio car phames
offez mobile telephone sexvice via FM sadio fre-
quencies in the Public Land Maobile Service
(FCC Rules & Regulstions Part 22.501). Con-
ventional cer phones have been supplanted foy
the most pert by cellular phanes.

However, the market for paging has con-
tinued 0 grow rapidly. Paging is the capability
to send & message to someone carrying & porta-
ble reoriver, The message can be a simple beep,
indicating thas the recipient should conact an
suswering service oz a pre-determined number;
it can be a phone nmumber or alphs-npumeric
message dizplayed on the recelver; or it can be
& shart volce message. Some pagers permit very
short 1wo-way conversuions. Though paging
has historically been a local sexvice, recent
advances in technology now support nation-
wide psging via satelllis.

Other services offered by RTUs inclode
marine radio services, rural radio services
(which substitnte for basic phone service in
extremely remote wess),  point-to-point
microwave, and sadio-to-radio services thal
allow a mobile user to communicste with other
users by leaving messages at a base siation.

Structwre of the Radiotelephone Industry

The industry consists of 91 specialized
ndiptelephone uiifiries (some of which are sub-
sidisries or affilistes of one another). All the
larger wireline uiililes — including Pacific Bell
(end Pecific Telesis), GTE California, Continen-
tal, Citizens, and Raseville — and six smaller
independents also offex radiotelephone services.
Some of the larger wirelines have recenily
aoquired a siumber of smaller RTUs, As aresuly,
many of the channcls that the FCC originally
allocated Lo non-wireline RTUs are now owned
by subsidiaries or affilistes of wireline
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compenics. Non-wireline RTUs have also con-
solidaied in recent years. Overall, the industry
has consolidated into fewer, larger firms, -

Many of the wireline companies, including
the Bell Oporating Companies, are not only
cxpanding their paging operstions but also con-
solidating peging services with cellular. This
allows them o merkel such services jointly snd
o avoid regulatory scruliny whese paging sex-
vices had previously been regulaicd w patof 2
monapoly LEC operstion.

In recenl years, the FOC has alloceied
greates number of frequencies to paging. Many
of these frequencies had been used for two-way
mobile car services, for which demand dropped
when cellular phanes became asvailable, The
FCC also opened up entirely new spectra (900
MHz) for paging. Thus, although the mmmber of
available frequencies still represenis an upper
timdt on the number of firms that could enter the
field, it has not posed s barrier o entry in the
past few years (since the sdvent of cellular
phones

).

Most of the RTUs are members of Allied
Radiotelephone Uhilities of Califomia In
November 1987, after negotistions with Allied,
Pacific propoted 8 Radio Carrier Access Tariff
{RCAT). The RCAT is designed to be a stan-
dud wriffed offering from Pacific Bell regerd-
ing RTU access to the public swilched network.
Unde the present ammangement, each RTU files
a separale ocontrach apecifying the lerms of its
interconnection. The RCAT would replace this
melange of contracts with & single, siandandized
arifl. The RCAT proposal has raised the ques-
tion not only of how much RTUs ought 1o psy
for interconnection, but also of what type of
intesconnection the wireline utilities should pro-
vide to RTUs,

Currently, RTUs sre oonnecied to the pub-
lic switched network by Type One interoonnec-
Gon — that is, by means of DID and DOD
tunks that ink an RTU office disecily to wire-
line company end offices. Allied contends that
RTUs ought 1 enjoy Type Two interoonniec-
tion, which user a iandem swilch Lo route calls
to various end offices. Since the tandem elimi-
nates all the direct links 10 end offices, Type
Twa iolerconnection would be more efficient
and therefore chesper for the RTUs. RTU
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cwslomers would also avoid tofl charges.
Tandem intaconnection would demand a
higher level of technical saphistication from the
RTUs. To date, the LECs have not permitted
RTUs Type Two inlerconnection, afthough
number of cellslar phone companies already
enjoy andem intercanneciion

The Commlssion's
Framework

Current  Regulalory

A new RTU musi first approech the FCC
for a Ycense and suthorization to use ceztain fre-
quencies in a certain geographical area. Since
more than ¢wo RTUs may compete in any given
sres, compedition for licenses is less Sece for
RTUs than lor cellular irms.

The Commiassion currently regulates entry
of RTUs by requiriag prospective RTUs to
spply for a Cestificale of Public Convenlence
and Necessity (CPCN); this is done by applica-
ton, but RTU CPCNs are rarely protested and
serve mainly 10 keep the commission staff
informed about which companies are offering
service, Approval is usually routine.

The Comumission also regulates the prices
RTUs are allowed to charpe for services (but
not the prices charged for renlal of oquipment,
such as pagers). Companies whose gross armual
reverwes exoced $750,000 must file a formal
application in order o raise rates; all other com-
pardes may file incresses by advice letter (with
supporting material). For rate decreases, compa-
nies generally must show that their rales are
compensalory — that is, that the proposed rates
will cover costs and will not constitute preda-
lory pricing. Rate changes for radiotelephone
sexvices offered by en LBC are oonsidered in
thet LEC’s general rale case.

When someane wants to buy an RTU, or if
an RTU wants to offer stock, no transaction can
oocor until the Commiission approves a com-
pany spplication. The Commission also medi-
aies dispules over service areas, reviews taskff
filings, monitors sexvice quality, and requires
compenies 1o subrnit ammual reports,

Because of iechnological advances, paging
sexvices are no longer purely local. A person in
New York can page mnother in Sun Prancisco.
This capabibity is so new 1hat the FCC has not

taken any action lo regulate paging on an inler-
siate basis, nor has the Commission regulated
inerl ATA psging any differently than intra-
LATA peging.

The Commisslon would like 1o revisit its
policies for regulating radioielephone services.
The Commission is interesited in studying
whether less restricled competition might lead
10 chesper and/ar better services and whethey
the benefis of the cuwvemt regulstory aysiem
exceed its costs. Greater interest in the regula.
tion of RTUs hes also arisen as a result of the
booming growth in the cetlular telephone indus-
try, changes in RTU technology, and the
dynamic staie of telecommunications in gen-
eral.

Questions and Issues Regarding Regulation of
RTUs

To assist the Commission in its study, we
are requesting thal rediotelephone  utilities,
whreline companies, RTU customers, and other
terested parties provide comments to us.
These comments should speciically address the
following questions:

A. Regulatory Goals and Frameworks

1. What goals should the Commission
sock o achieve in its regulation of radioiele-
phone services?

2. Given the goals described in Question
{, would full or partial deregulation of RTUs
and/ar the wiseline companics’ vadiotele-
phone services be in the public interest?
What would be the costs and the benefits?

3. Do any aspects of radiotelephans reg-
ulation need to be strengthened rather than
reduced, given the sbove goals? Again,
please describe the costs and the benefits.

4. What complaints do customess voice
against RTUs and wiseline mobile carriers?
Is regulation necessary to handle the com-
plaints?

5. Please compare ihe costs and benefits
of the following aspects of owr current regu-
latory program. Bused on their costs and
benefits, for which of these aspects should
the Coiunission consider altzmatives o its

————————— e i e o ———— P ey

W

CALIFORNIA PUB. UTIL. COMM'N —43CPUC2d  D.92-01-016

cursent regulation? -

— Entry through certificates of public
convenience and necessity

— Expansion of sexrvice

— Arbitration of servico arca or other
disputes

— Antenna siting under CEQA

— Tarifl Slings

— Ralz increases

— Quality of service

— Accounting procedures and annual
reports

— Siock sales and trensfers of ownet-
ship

~ Intexoonmection with wire kine tele-
phone system

— Customer complaints

6. Should any segments of the industry
be trealed distinctly? Please consider such
arcas s specislized RTUs versus wirelines;
paging versus mobile car services; rural vadio
services versus those scxvices that cannot be
considered “basic” ielephone service. In par-
ticular, given that the wirelines’ radintele-
phone services are now subject to cost-of-
tervice regulation through the general rate
case process, how would grester pricing
fiexibility for RTUs affect the wirelines® abil-
ity 1o compete?

7. Does the presence of agenits (which
function much like reselless In the cellular
industry) require any regulatosy yesponse?

8. What regulatory options would
sequire enabling legislation? If such legisla-
fion were necetsasy, what legislation should
the Commission suppori?

B. Competition, Economic Efficiency, and
Market Power

9. How competilive are RTU services?
Are thete elements of the services thal mre
battleneck monopolies? Specifically, what is
the proper role of LECs in providing sccess
to networks and functions required by non-
wireline RTUs? Should the Commission
impose specific non-discriminatory socess
requirements o preclude anticompetitive
oonduct?

10. What constitutes the basis for

35

competition between radiotelcphone service
providers: prices, type of service, service
quality, or a combination of these factors? Do
RTU services compete with other services as
substitstea? Are RTU services complements
10 any other services? What has the trend
been in RTU ratea?

11. How eary are entry end exit for
radiotelephone service providers? How do
entry and exit characteshatics crrently affect
the Jevel of competition in ihe industry? How
could akemative forms of regulation affect
the shility of firms to enter or enit? Does the
limited nuimber of unused frequencies consti-
tute a significant barrier o entry, now of in
the fulure?

12. To what extent does consolidation of
Birms represent a threat to competition? How
concentrated would the industry likely
become under devegulntion? Does consolida-
tion offer any benefits (such as economdes of
scale, better-coordinsted services, eic.)?
Given thal & greal deal of consolidation has
already occurved, should the CPUC take any
regulatery action (o prevent anticompetitive
behavior? What rols does the CPUC have
with rexpect o the policies of the RCC in this
area?

13. To what extent does the current sys-
lem allow opportunities for improper cross-
subsidies? Are wireline ulifities able o evade
regulsiory trentment through cross-subsidies
between subsidiaries or affilistes? Cam RTUs
cross-subsidize operations through the use of
agents or other unweguisied entities? How
would sliernative regulatory schemes affect
opportunitics for cross-subsidization? Under
what circumstances should the Commission
te concemmed aboutl cross-subsidies? What
type of accounting or structural separation
requirements would be necessary to guard
against improper cross-subsidies?

14. Does the jpint offering of cellular
and paging sarvices mise any regulatory
issues?

15. How do different types of regulation
affect the pricing of savices? What stepe
oould the Commission take to encourage the
lowes! prioes? Are there any seriowly dis-
torted prices under the curvent system? How
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do current rates differ from the rates tha
would resull from alternative regulstory
scenarios? Under what circumsiances, if any.
might prodatory pricing by larger fioms
become » problem?

16. How does yegulation or its sbsence
affect the quality and availability of services?
Does ouwr regulation provide consumers with
s choice of a range of quality, whese Jower
quality is refloctod in lower prices? How does
the aviilability of RTU service vary among
geographical regions?

17. How expensive is our regulation?
Would decreased costs of reguladon be
passed on to customers in lower rates?

C. RTUs and Universal Service

18. Does the social role of eny RTU ser-
vice necessilale or justify comtinoed reguls-
tion? What soclal imporiance will RTU sex-
vices have in the future? In what aress do
RTUs provide basic lelephone service?

19. Under an altermalive regulalory
scheme, how should rural radio services —
which are stationary services thal provide
basic selephone services in isolaled areas —
be tremed? How many customers curenily
rely on yural redio service for basic service?
How do rates for rural radio services compare
10 rates for ordinary basic service? How will
rurel vadio service markets change in the
future?

20. How would any proposed regulatory
change affect the provision of basic befe-
phone services by LECs? Do RTUs provide
any subsidies to basic servioes (through inter-
comnection access charges, for example)?
Conversely, do basic savices in any way
subsidize the LECs’ sadiolslephone services?

21. What implicaiions does echnologi-
cd chenge hold for regulation, now and in
the future? Does technelogical change pose a
significant threat of bypass of the local

enchange companies’ networks?
D. Inseragency Issues

22, What actions has the FCC laken
recently end what actions is i planming to

ke in regulating this industry? Are any of
owr regulatory ections duplicative? Do sny
FCC sctions require a CPUC response?

23. What regulstory trestment, if any,
would be appropriste in response tw the
development of nationwide and interLATA
peging? What should be the FCC’s and the
CPUC"s respective roles in this area?

24. Should the Commission continue to
be the lead agency for CEQA with respect 1o
siting of RTV facilities? Should the Commis-
sion establish & catcgorical excmption under
CEQA with respect to proposod smtennne
that would be Jocsted on exisling anmtenna
farms or microwave lowen?

E. Generic and Procedural I3sues

25, Should the Commission consider
any ather RTU ar joint cellular/RTU issues?

26. How should any proposed regula-
tary changes be implemented? Would imple-
meniation of changes for wireline compe-
nies’ radiotelephone services require any
special trestment, sinoe such services may
share facilities with monopoaly sexvices?

27. Aler receiving purties® responses to
the questions set forth in this Rulemaking, a
proposed Rule will be drafied and comments
will be solicited before a final Rule is
adopied, We hope with this process to svaid
protracied hearings, but will preserve the
oplion of converting this Rulemaking 10 an
Investigation at a Inter date should evidenti-
ary hearingx prove necessary.

ORDER

[T [S ORDERED that:

1. Rulemaking is hercly instiuted on the
Commission's own motion into the regulstion
of nndiotelephone utilities.

2. All rediotelephone utilities subject to the
jurisdiction of ihe Commission mre made
tespandents to this ralemaking and are invited
1o present their comments on the sbove ques-
tions. Other parties are also invited to rubmit
comments.

3. On or before Api;l 22, 1988, any inter-
ested partics and the Division of Retepayer

36

——— e —

-

CALIFORNIA PUB. UTIL. COMM'N —43CPUC2d  D. 9201016

Advocates shall file domments regarding the
above questions.

4. Parties bling reply comments musi do 3o
on or before May 13, 1988,

5. Perties shall file sn original and 12
copics of amy comments 10 the Commissions’s
Docket Office. Ench party submiiting comments
shall make a copy of its comments available to
any persan O request

The Execulive Director of the Commission
shall cause a copy of this order to be sent by
regular mail to all radiotelephone utilities
catificated in Californis.

This order is effeciive today.

Dated February 10, 1988, at San Fran-
clsoo, California,

STANLEY W. HULETT
President

DONALD VIAL
FREDERICK R. DUDA
G.MITCHBLL WILK
Commissioners

Coammissioner John B. Ohanian, being
necessarily absent, did not
participate.

(END OF APPENDIX A)
APPENDIX B

Aalert Paging Company of Sacramento,
San Francisco, and San Diego

Alrsignal of Californla, Inc.

Allcity Paging

Allied Radiotelephone Utililies Association
of California

American Paging Inc. of Californis

Cal Autnfone and Radio Electronic Products
Corporation

Cellular Resellers Associstian, Inc.

Citizens Utitities Company of California

Crico Communications Corporation of San Jose

Division of Ratepayes Advocates

Dodge, Jr. Willard A,

GTE California, Incorporated

Metromedia Peging Services Group

Mabile Communications of Celifomnia, Inc.

Pucific Bell

PacTel Paging

Radio Relay Corporstion of California snd
Electropsge, Inc,

R. L. Molw, dba Radio Call Corporation

(END OF APPENDIX B)
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David M. Wilson, Exq.

Dinkenspiel, Donovan & Reder

Re: Allied Radiotelephone Utilities
Association of Califomia

One Embarcadero Centey, Suite 2701

San Francisco, CA 94111

lames D. Squeri, Esq.

David A. Stmpson, Esq.

Armowur, Goodin, Schiotz
& MacBride

Rez Allcity Paging lac. & Crico
Communications Corp. of St Jose

505 Sansome Street, Suite 900

S Francisco, CA 94111

David I. Maxchanmt, Esq.
Mastin A. Maites, Esq.
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- b} .
3 L) APPENDIX D 1538 18th Sereet
-y Oroville, CA 95963
>4 ol Service List For Further Comments
— Doug Brem, El|.
ia . Jeffrey P. Beck, Esq. Kentocky Poblic Service
Beck, Young, French & Ackesman Commission
o» Re: Aalent Paging Company of Sacramento P.O.Box 615
i ﬂ > One Musket Plaza Frankfon, K'Y 40602
- 190D Spear Tower

LY . Sen Francisco, CA 94105 Cal-Autofone

June E. Smith
i ﬂ > Marc. P. Felrman, Bsq. President
[ Dobra L. Lagape, Esq. 1615 Highland Avenue
3 g " Monison & Poerster Bureloa, CA 95501
| Re: Airsignal of Califomin Inc.

34S California Strect Peter Cascinto

i i > Sun Francisca, CA 94104-2105 1500 Sensome Street, #201

San Francisoo, CA 9411}

Alvin H. Pelavin, Esq.
Cooper, White & Cooper
Re: Citizens Unilides
Company
201 Califarnia Sueet, 1 7th Floor
San Francisoo, CA %4111

Leone Cohen
8674 12 W, Olympia Bivd.
Loz Angeles, CA 90035

Willerd Dodge, Jr.
P.O.Box 1105
Novato, CA 94948-110S

Ralph Hoeper, Presidens
Forest Hill Telephone Co., Inc.

0CT-28-1995 12:13

X Ref to OIR Mlert Air A1l Allied Amer. Cal CRA Citi- Crico DRA Dodge GIEC
NIt~
-, .
1* = may provide essential sarvice for conmamars Wvhose lifestyle require mohility

2% = o different in character than any other talephone marvice

! Graham & James P.0.Box 236
o Re: Ametican Paging, Inc, (California) Foresthilt, CA 95631
g ! One Maritime Plaza
b San Francisco, CA 94111 Kenneth K, Okel, Ezq.
] > Kathleen Blunt, Esq,
B Alleen P. Amarandos GTE Califonia Inc.
. i Latham & Watkins One GTE Place, RC 3300
1001 Peninsylvania Ave. N.W. Thousand Osks, CA 91362-3811
‘ Suite 1300
. ~ Washington, D. C. 20004-2505 _ Wanen A Palmer, Esq.
3 B 8 E s s 24 Cordelia Drive
(ERITY James B. Walley Petaluma, CA 94952
. ' L E Owney/Mansger
a >Ea Aulo Phone Company
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Carl Dichl, Esq.

Dinkelspiel, Donovan & Reder

Re: Mabilecomm Of Califomia, Inc.
One Embarcadero Center

Suite 2701

San Francisco, CA 94111

David P. Discher, Vice President
Pucific Bell

140 New Monigomery S1., Rm. 1510
San Francisco, CA 94105

Mike Kerr

Pactel Paging Of Californin
2181 W. Winton Ave.
Heyward, CA 94545

Muk A. Suachiw

Pacte! Paging of Cafifomia
Three Forest Plazs

Dallas, TX 75281

. Mozley G. Mendelson, Esq.

Kadenscy, Mendelson & Schwabes
Re: Radio Ceil Corpomtion

888 S. Pigueroa S, Ste. 180

Los Angeles, CA %0017

Wayne B, Cooper, Esq,

Farrand, Cooper & Bruiniers

Radio Relay Corp, Of California
& Electropage, Inc.

235 Montgomery Streed, Ste. 1035

S Francisco, CA 94104

ALJ Bernett, Room 5117
Jaice Grau, Esq., Room 5023
Ravi Kumaa, DRA, Room 4007
Thomas Lew, DRA, Room 4007
State Sexvice:

State Board of Equalizstion
Louis E. Meyer

1020 "N Steet

Sacramiento, CA 94279-0001

(END OF APPENDIX D)
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AFPPENDIX E
REVISED RULE 18(0)

(0) In the case of an application to furnisk
one-wsy paging or two-way mobile radiotele-
phone service (other tham cellular mobile
radiotelcphone service), the following sequire-
mens apply in addition 10 those enumerated in
Rules 1 through 8, 15 through 17.1, and (a), (b).
(d), first sentence of {f}, (g), (), and (i) sbove:

(1) When dw applicant obiaine the relevens

consiruciion permit from the Federal Commu-
nications Commission (FCC) it shally 5o later
than 30 deys afier the grant of the relevanl con-
siruction permil(s), subsnit s appliostion; When
an applicam flles for the relevam construction
permil from the Federal Commanications Com-
mission (FCC) and the FCC public noiice
period has expired, il may at any time thereaf:
ter submis itz application to this Comwmission.
a5d o logible copy of ies FOC pearmis(s), io this
Commission, The proposed new service area, or
the offect of changed facilitics on the utility(s)
enisting service ares, il any, will be shown on a
fully legible engineering service area comtour
map, of suitable scale, prepared in accordance
with the applicable criteria se2 forth in 47 CFR
22. The use of scronmutical charts for this pur-
pose is unacoeptable,

(2) Bach application shall address the fol-
lowing matiers in s substantial 1nanner and with
particulerity, consistent with the scope of the
suthorization sought:

(A) Demonstration that the proposed
service is responsive to public need and
demand.

(B) Technical feasibility of the proposed
sysiem and the lechnical competence of the
spplicanl.

(C) Description of the proposed service
including tesms, conditions, area of coverage,
quality, and features of service, and differ-
ences from any service presently provided in
the proposed service mres.

(D) Finarcist respansibility of the appli-
cant

(E) Economic feasibility of the propased
service in the market 1o b served.

CALIFORNIA PUB. UTIL. COMMN —43CPUC24  D. 92-01-016

* (¥) Present operations of the spplicant
and affiliated companies,

(3) Should an existing utility proiest such
spplication, the burden shall rest with the pro-
testans 10 show that the application should not
be granted by affirmalively establishing thal
granting the application will so dumage existing
service or the paticule marketplace as o
deprive the public of adequsie sexvice, The pro-
test shall conform 10 Rules 8.1 Uough 8.8 of
the Commiasion's Rules of Practice and Proce-
dure. A service map of protestant’s claimed ser-
vice ares shall be filsd with the protest. Protests
of a general or nonspecific nature will nat be
sufficient t%o warrant consideration by the Com-
mission,

(4) Should an existing utility propose 1o
provide service in an sres comliguous to its
autharized seyvice srem snd mot presently
recelving radiotelephone service by any ndlisy,
i spplication for & cenificale need not be
made, but the engineering dats vequired in (1)
above shall be provided o the Commission
siaff.

(5) Shovld an existing utility propose an
extension of service ares which it believes 10 be
minor in nature, bul 1o which (4) above is insp-
plicable, it shal submit the relevant engineering
data to the Commissions siaff, with & wriiten
request for determination of the necessity for a
cegtificate application. Reply will be by lenex
fram sn suthorized represenuative of the
Commission’s Communicstions Division. In
general, an extension will be considered minor
{f it does not overlap the radio service ares of
another utility by more than 10% of either
uiility’s radio sezvice ares and also does mot
peovide subsiantial coversge of additional
majoy communities.

(6) Actions as described in (4) oz {5)
above, ot actions such as construction of fill-in
transmitting facilities which do not affect ses-
vice area bounderies, shall be described bn tasiff
revisions which shall be prompdly filed by the
utifity.

(END OF APPENDIX E)

FOOTNOTES

'Re Abemative Reguisiory Frameworks for
MW&M()’W))JGWN‘&

3Re Siting and Environmental Review of Cellu-
mewllylhdﬁ&l(lm)%
CPUC 24 133 and R Regulaticn of Celhilwr
MW!(]W“GW“M

IModificstion of Terfl Rules for Nondominant
Inerexchange Tolecommunications Camicnn (1990)
35 CPUC 24 275 and Re Tasifl Filing Rules for Tele-
commuaications Utiliies, Othier than Local Exchange
Caniars snd ATAT-C (1990) 37 CPUC 24 130,

“The cormplete lim of questions asked fn the
onder intiituting thia rulemaking procceding is con-
tnined in Appendix A.

3A Uins of panties filing comments and reply com-
roents i coatained in Appendin B. A chent of cach
pany's smiwer o esch question is coniped
Appendix C.,

See Appendin A.

7Sce Appendix B.

Sec Appendis A.

9S¢e faotnotes 1,2, and 3 above.

"Nimproved mabile scrvice allows B custouer
"roam” throaghout e state without servioe disrup-
tiow. (DRA Comments, pp. 3.3-3 an8 3.34.)

Mg 1998, the FOC allocated additions! redio
channels 10 be used for BETRS, BETRS serves a8 sn
whiemstive to basic telocommunications seevice in
runl service areas, especially Bose “hard to reach”
plsces for conventional wircline technology. BETRS
uses ndiowaves te connect rum! cunormers with the
public awiched R network, Al LECs have the
optlon of employing this technology if i proves 1o be
more cost-elfective than installing wirs. Citizens Uni-
hhl&nwd&li!anhﬁum)mm%n
Coant, LECs in Nasthers Califomis, cumeay employ
this servics in portions of their scxvice lervitories.
Continental Telephone Company (Contel) shio uses
Bms&hnwiccunivmyilm&ﬁhm
Also in 1988, the FOC socepted and granted applica-
rions for cellular service in California’s 12 Rurl Ser-
vics Aress (RSAs). Presently, all 12 RSAs bove
Teaat one facility bused camier providing cellular sefe-

one service.

pyunl radio service. A public radio sarvice
rendered by Bxed statione on frequencies below (000
Mz used 1o provide (1) Basic Exchunge Telecom-
mnnications Radio Service, which iv public messsge
communication service between a central office and
suhscribers located in ruml sreas, (2) public mesusge
communication service between lapdtine oceniral
offices and different exchange areas which It i
imgacticable 10 interconnect by any other means, or
(3) private fine telephone, telegraph, ar facsimile scr-
vice between 2 Or more points w0 which @8 i
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inqm';u'ullle 1 emtend service via landline.”

PAs of Septeamber 27, 1991, there are 97
certificared RTU carmriers.

“The Hesfindahl index (H-index) is o statistic
which captures the industry concentrstion (evel
When 10 @ndusty is ocoupied by one Gem, a pure
monopolist, the H-indcx in at it maximam value of
1.0. The value declines with increases in the number
of finns and increases with rising inequality among
any given sumber of firms. I al) finms have equal
market shares, the H-index will fall Wwoward 2210 s the
mumber of firms increase. The H-index formula
squares each marker share which resubs in lange Srms
being given more weight than small finme. In 1985,
the H-index for paging servioes was 0.20 and in 1987,
0.16. The H-indes for two-way mobile services was
@.18 in 1985 and 0.15 in 1987. Both wessurements
arc omsidered fow levels of concemtretion. (DRA
Comments, pp- 3.2-18 eand 3.2-19.)

The concentnation ratio is the percentage of
total industry sules oontributed by the top finns in the
toal markes It is common o report the (op four and
eight firm concentration mtios for en fndustry. The
wp four fiems in the RTU indusisy controlied 71% of
paging sales in 1987, whila the top eight firms con-
trolled 90%. U Pucific and GTEC wireline paging rev-
enves ate added 10 these ustistics, these concentrution
rutios fall 10 6% and $5%, respectively. The conoen-
umtion ratigs for ywo-wary mobils servioes are similar.
The top four and eight Boms providing two-way
mobile service comtral 9% and $9% of 1987 aales,
respeatively. (DRA Comments, p. 3.2-17.)

"*The commen camier refesred 1o in this stanite
is delined in Putlic Utilities Code § 211 as & camicr
wvv%lum-mm strvices.

Section 766 nates, in part: . . . IF such tele-
phone or telegruph corporations do not agree npon
the division between them of whe cost of sach physical
connection . . , the Commission may afier fudther
bearing, establish such division by supplemental

MI

Mpucific withdrew the proposed RCAT on Nov.
16, 1987 and bas pubsoquently filed numerous nier-
mplmy agreemenis for Type 2 interconnettion.

PAfier e comments in this procesding were
filed, the Commission gramed Pacific and GTEC e
Renibility which cminates the requiresnent for regu-
Iat rale applications. (D-89-10-031))

¥Soe footrotes (4 and 1, sbove.
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Re City of Oceanside

Decizion 92-01-017
Application 90-04-045

California Public Utilities Commission
Javuary 10, 1992

APPLICATION by municipality to seopen a
closed at-grade crossing in furtherance of &
downtown revitalization program; denled.

1. CROSSINGS, § 20 — Commission jurisdic-
tion — As o approval of si-prede crossings —
As 1o requiring separstion of grades.

[CAL.} No road er highway msy be con-
strucied st-grade ncross saitroad wacks unless
first spproved by the commission, and the com-
mitsion has exclusive jurisdiction o require a
crossing !0 be &t scparated grades instead.

p. 49.

2. CROSSINGS. § 40 — Types of crossings —
At-grade crossings — Reopening of closed
crossing — Faciors affecting disspproval.
(CAL.] A municipality was not aflowed o
reapen & closed ol-grade crossing of a down-
town street over ralkroad tracks, where (1) the
origina) closing had been part of a siill-valid
relocation agreement with the railrosd, (2) 2
crossing al separated grades would be much
more practicable from s public safety siand-
point, and (3) the city failed to aubmit engineer-
fng studiey in support of its proposal.
p.49.

APPEARANCES: Vera M. T. Todorov,
Attlomey ut Law, for the City of Oceanside,
applicant. Messers. Hill, Fuver & Built by R.
Curtis Ballontyne, Atomey st Law, for The
Atchison, Topeks and Santa Fe Railroad Com-
pany; James P, Jones, for The United Transpor-
wtion Union; Ron Scolare, for Amirsk; and
Sharon Greene and Joanna . Capelle, for Los
Angeles - Ssn Dicgo Comidar Agency;
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wmen;m Raymond R. Tochey, for the Safety
Division.

BY THE COMMISSION:
OPINION

The Cisy of Oceanside (Oceanside) secks
suthority o construct an ai-grade crossing
scross the main line wacks of The Atchison
Topeka and Senta Fe Railway (AT&SF) al
Third Street in Oceanside. The application is
protesied by AT&SF, the United Transportation
Union (UTU), Amtrak, Los Angeles - San
Diego Comidor Agency (Comidor Agency). The
Commission’s Safety Division filed an appesr-
ance and expressed its opposition 1o the appli-
cation.

Public hearings were held before Adminis-
trative Law Judge O'Leary st Oceanside on
November 8, 1990, January 3, 4, 30, and 31,
1991. The maner was submitted subject to the
Gling of late-filed Exhibit 39 and the filing of
concurrent briefs by the pasties no lster than
Sepiember 3, 199). Briefs were filed by Ocean-
side, AT&SF, and the Safety Division.

Background

On December 19, 1984, ATASF and
Ocemuide cntered into sn agroement (reloca-
tion agreemeni) whereby AT&SF agreed to the
relocation of its switching yard and relared
wackage fiom downtown Oceanside to the
Camp Pendicton Marine Corps Base located
north of Oceanside. The agreement also pro-
vided for the comstruction of a mew at-grade
cromsing at Mission Avenue, The agreement
also provided for the closing of the existing al-
grade crossings at Third Sweet and Tyson
Street.

On May 16, 1988, Occanside fled Appli-
cation (A.) B8-05-033 seeking suthorization
from this Commission for the construction of
the Misslon Averue at-grade crossing. That
spplication alleged in part thar:

"The principal need sssociated with
establishonent of a crossing st grade for MIS-
SION AVENUE is the improved circulation
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within the downtown area of Oceanside and
related beach access.

"The immediste benefits gained for
downiown Include direct access from Inter-
state § (Jocated about one mile cast of the
new crossing) to the waterfront ares, includ-
ing beaches and the new Oceanside Pier; bet-
\er spacing of wack crossings: impraved visi-
bility; safer road-railrosd spproaches includ-
ing » bonlevard with medians st the rack
crossing; improved crossing swrfeces; and
direct access (o waterfront parking and secre-
ational facilitics,

“In addiion to MISSION AVENUE
serving s the oentrel exst to west anerial
comnecting freeway o waterfront, it will
save as a view carridor from the freeway out
10 ses. & also provides the most direct aocess
o the Ocesnside Transit center presently
terving sixteen Amiak trains daily. The
cenfer alto sexves maltiple local wanalt bus
routes, including some that cross the rellrosd.
The new MISSION AVENUE crossing will
provide a smoother crossing with improved
visibifity for drivers of gansit buses.

"The MISSION AVENUE crossing is
included in the Master Street Plan for Ocean-
side and was & comsideration in swilching
yard gelocation sgreements and local constal
plan certification.”

A.88-05-073 was nol protested, Ji is appar-
ent that no protest was filed by AT&SF becavse
of the terms of the relocstion sgrecment. On
Augusi 24, 1988, we issued Decision (D.)
$6-08-053 authorizing Oceanside to construct
Mission Avenue at grade scross the tracks of
the AT&SF.

In June of 1989, the Mission Avenue
crossing was opened and the Third Sueet cross-
ing was closed. The Tyson Stect crossing wes
cloted prict w the filing of A.88-03-033. Mis-
sion Avenue is located one block south of Third
Street.

This application secks the 1o0pening of the
same al-grade crossing that was closed due o
the.opening of the crossing at Mission Avenve.

Applicani's Position

6b:31 S66T-82-100
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